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ARE GENERAL FIRE INSURANCE CARRIERS 


Policyholders in Mutual Fire 
Insurance Companies re- 
ceive not only the primary 
essential of full protection, 
but also the ever-weleome 


factor of substantial savings. 


Western Millers Mutual Fire Insurance Co. 


2 GB eit temncg: AST. Gok Wek GENS bola ee Kansas City, Mo. 
National Retailers Mutual Insurance Company 

Si a 16 DALST A Oe Aa es ae I ee Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co. 

Se ee re ner ree Eyes ee eer Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co. 

ae ee ee ee eee reer Des Moines, Iowa 
Millers Mutual Fire Insurance Co. 

ee ere ee ee er ee ee Harrisburg, Pa. 
Millers Mutual Fire Insurance Co. 

bas ei GoM ee teehee Sa ee aT Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co. 


icc Wak Mata aw eek haa acer cetera ala eae Wilkes-Barre, Pa. 


Millers Mutual Fire Insurance Association 


BNO SR eee re eee eA et ee EY Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co. 
ee er he ee ee ee ee ee Indianapolis 





MUTUALS 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 33 Chicago, Ill. 


\ service organization maintained by the 
Mill Mutuals 
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A NON-ASSESSABLE 
MUTUAL POLICY 


Atlantic Mutual poli- 
cies are non-assessable, 
as provided by the 
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INVESTMENT... 


EW laymen realize the importance of the investment of funds 
in the operation of an insurance company. Not more than one 
prospective policyholder out of a thousand inquires into this aspect 


of a company they are considering. 
Investment at 


The investment policy of an insurance corporation is perhaps 
Stevens Point 


the one most important link in its chain of protection to policyholders. 
As of December 31, 1933, It is in addition an important source of revenue. 
the Hardware Mutual Cas- Mutual companies have made an outstanding record in the 


ualty Company had over investment of funds. This has made itself particularly manifest in 
$3,900,000.00 invested in 


hens ui de biden wien the past two years, when security values have had the most marked 
. » hichdet vetine. : : 
Net one dollar of principal shrinkage in history and disaster has left few private or corporate 
or interest was in default. investment structures untouched. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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STRENGTH, SERVICE AND SAFETY 
AT A SAVING 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
=m 
Offices From the Atlantic to the Pacific 


— (Gale & Stone, Boston Justin Peters, Philadelphia “= 
Interstate Mutual Insurance Agency Co,, Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 

Los Angeles, Vancouver, Portland, Spokane. - 























Viti 
































THIS MONTH 


We plead pardonable pride as a 
reason for using considerable space to 
report the success of the mutual 
convention held in mid-November at 
Savannah. This meeting was an achieve- 
ment in attendance and interest, the 
fine old Southern city drawing an un- 
expected large number to her hospi- 
table borders ® Something new _ in 
coverage is discussed in the article by 
James M. Cahill in "Product Public 
Liability Insurance;'' this manuscript by 
the way, won the Richard Fondiller 
Twentieth Anniversary Award at the 
recent meeting of the Casualty Actu- 
arial Society ® The Resident Agent Law 
situation is expertly inquired into by 
Oscar L. Heltzen, Commissioner of 
Insurance for the State of Rhode Island 
® Richard Morris, distinguished Eng- 
lishman, and many times a former con- 
tributor, tells of mutual activities in his 
country ® Legislatures soon to be in 
session are listed and some of their 
proposed activities noted® Miscellane- 
ous items complete what seems to us 
a very readable number. 


NEXT MONTH 


A NEW series of articles by promi- 
nent insurance educators in the univer- 
sity field will begin in January ® "Bunk 
of the Month" is to be continued with 
spicy details of current canards in the 
world of competition ® The best of the 
news which breaks between now and 
then will be covered in brief, under- 
standable paragraphs ® And so, Merry 
Christmas and a Happy New Year. 
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W.V. KNOTT 


Insurance Commissioner 
State of Florida 


As State Treasurer and Insurance Commissioner of Florida, Mr. Knott is one 
of the busiest of those who supervise insurance. To his other titles and duties 
he added that of host to the National Convention of Insurance Commissioners 
at its recent meeting. 

He was appointed in 1928 and has been continuously a constructive force 
in the Florida Department. His committee assignments in the National Con- 
vention include: Social Insurance, (chairman), Workmen's Compensation, and 
Unauthorized Insurance. 
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HERE is an old story about a colored preacher 

who won a distinguished local reputation for his 

ability to make erring souls see the light. One 
day he was asked by a visitor for the secret of his 
success. 


“Well,” said the old darky, “first | tells them what 
I’m going to tell ’em, then I tells them, then I tells 
them what I done told ’em.” 


The value of repetition in bring- 
ing a definite realization of the 
fundamental purposes of mutual in- 
surance was well illustrated at the 
Savannah convention. Starting 
with the slogan, “The Policyholder 
First,” speaker after speaker drove 
home truths that, although never 
lost sight of or entirely forgot- 
ten do become somewhat submerged 
in details of daily routine. Per- 
haps the most impressive to this magazine was the 
constant reiteration of the fact that a mutual insur- 
ance company has two great objectives, first, to pro- 
vide indemnity for loss at the lowest possible cost. 
and second, to prevent loss by every means within 
its power. 


The emphasis placed on fire prevention by the mu- 
tual companies needs to be placed in the spotlight at 
frequent intervals. The work of the Associated Fac- 
tory Mutuals in attacking the problem of fire loss in 
the large industrial establishments is well known to 
the public. Equally fine work in the fields in which 
they specialize has been done by the Mill and Ele- 
vator and Lumber Mutuals, but not enough is heard 
about it. The success of the mutual companies in 
curbing losses in two of the most hazardous classi- 
fications is a tribute to the sound engineering and 
inspection work which they inaugurated and main- 
tained. The dramatic story of their early days, when 
cooperation of the policyholders in carrying through 
an intelligent program of fire prevention was the 
difference between life and death, was graphically 
told. 


The importance of engineering and inspection work 
in this modern day, when the mutual companies are 
writing all lines of fire insurance, has not been for- 
gotten. The class mutuals have carried into their 


general business the same determination to make a 
mutual risk a better risk, which was the cornerstone 
of their early success. The farm mutuals showed in 
all their deliberations a very concrete appreciation of 
the need for thorough inspection of all insured prop- 
erty and an iron determination to see that serious 
hazards are removed by their policyholders. The 
general writing mutuals have in all their operations 
displayed their zeal in living up to one of the major 
tenets of the mutual plan. 


HE place of loss prevention work in the program 

of a mutual company found clear and forceful ex- 
pression at the Automotive breakfast. The rising 
tide of losses in the automobile liability field is of 
real concern to all company executives. Mr. S. Bruce 
Black in his address pointed out that the situation 
cannot be remedied by repeated increases in rate but 
only through cooperative efforts between the com- 
pany and its policyholders to reduce accidents. The 
fine results already achieved in lowering the loss ex- 
perience of fleets, where drivers and mechanical equip- 
ment are subject to close supervision, proves beyond 
the shadow of a doubt that automobile accidents are 
preventable by safety work. The problem of how to 
reach the individual driver and impress upon him his 
responsibility is a difficult one. The mutual compa- 
nies, with the experience and technic gained in curb- 
ing other hazards, have both the qualifications and 
the determination 

necessary to do the 


© © THE PLACE OF job. 


Insurance was de- 
fined by one speaker 


— 


LOSS PREVENTION = 3.03, sated 


IN MUTUAL INSURANCE 


for protection of him- 
self against the exi- 
gencies of life.” This 
definition is more ex- 
act than those usual- 
ly used because it is broad enough to include the dual 
purpose of insurance, the payment for loss sustained 
on one hand, the prevention of loss on the other. All 
too often, insuring organizations have devoted them- 
selves entirely to the first, on the erroneous princi- 
ple that they are merely financial organizations for 
the purpose of collecting premiums and paying losses 
and that they are not concerned with the amount of 
loss, so long as the premium collected is adequate. 
Indeed, some stock executives have gone so far as to 
say that losses are a good thing for the business, 
since they lead to a larger volume of premium. 


HE mutual theory, as was clearly pointed out at 

the annual convention, is directly opposed to such 
an attitude. The mutual companies feel that it is far 
better to spend a dollar or a million dollars for loss 
prevention work than to pay the same amount in in- 
demnity for loss. Since they do not hope to make a 
profit out of the business, they are not anxious to 
keep rates high or sacrifice safety for volume. It is 
the proudest boast of the mutual companies that their 
activities have reduced rates in those classifications 
in which they have been most active, because there has 
been a decline in loss due to their efforts. It was on the 
firm foundation of these principles that mutual insurance 
was established and on them it has won success. 
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Market Values For Stocks 


Set By Commissioners 


THE RETURN TO NORMALITY MOVE- 
MENT WAS GIVEN FURTHER IMPETUS 
at the present meeting of the National 
Convention of Insurance Commis- 
sioners in St. Petersburg, Florida 
when the Committee on Valuation of 
Securities adopted a resolution which 
put stocks back on a market value 
basis for annual statement purposes. 
The National Convention then 
adopted the resolution of the com- 
mittee. 


The resolution makes an exception 
to the market value requirement for 
stocks in favor of the life companies. 
The full text reads as follows: 


“Resolved, that the committee on valua 
tion of securities of the National Conven- 
tion of Insurance Commissioners recom- 
mends the following basis of valuing stocks 
and bonds for the inventory of such securi- 
ties in the annual statements of insurance 
companies as of Dec. 31, 1934: 


“1. Stocks and bonds should be valued 
at market quotations of Dec. 31, 1934, ex- 
cept as hereinafter provided. 


“2. All bonds amply secured and not in 
default should be valued on an amortized 
basis wherever permitted by law. 


“3. Bonds of states of the United States, 
provinces of Canada and political sub- 
divisions thereof, not eligible to amortiza- 
tion, should be valued at the convention 
values as of Dec. 31, 1933, except that 
where such bonds shall have been in default 
for a period longer than two years prior 
to Nov. 1, 1934, the values should be the 
convention values as of Dec. 31, 1931, less 
30 per cent of the difference between such 
values and the market quotations of Nov. 
1, 1934. Such bonds acquired since Dec. 
31, 1931, except by exchange for better- 
ment of portfolio, should be valued at 
market quotations of Dec. 31, 1934. 


“Further Resolved, that the cost or book 
value of stocks, whichever is lower in the 
aggregate held bv life insurance companies, 
as of Dec. 31. 1934, may be used in the 
aggregate as the fair market value of such 
stocks, provided the income received by 
such companies on such stocks during each 
of the five years preceding the date of val- 
uation shall have been at the rate sufficient 
to meet the interest required to maintain 
policy reserves and other policy obligations, 
and provided further that the net invest- 
ment income received by such companies on 
their ledger assets shall not have been 
less than required to maintain the reserve. 
This shall not anply to stocks of corpora- 
tions in receivership or similar status. Cost 
as used herein shall be held to include 
stocks received as exchanges or rights re- 
ceived as dividends or otherwise at not to 
exceed the market value quoted on the 
date acquired. 


“Further resolved, that in cases where 
the condition of insurance companies may 
require the immediate disposition of securi- 
ties, it is the opinion of this committee that 
the discretion of the state supervisory of- 
ficials of insurance should be exercised to 
vary the general formula herein set forth, 
so as to adopt prices reflected by the 


exchanges.” 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Chicago World’s Fair Set 
Safety Record 


THE CENTURY OF PROGRESS EX- 
POSITION HELD AT CHICAGO DURING 
1933 and 1934 established remarkable 
records in both accidents and fire pre- 
vention. 


More than 37,000,000 people en- 
tered the Fair and though exposure to 
accidents seemed widespread, not a 
single accidental death was reported 
to the Fair police. This contrasts with 
the World’s Columbian Exposition of 
1893 when the casualty list was 54. 
\t the same time an equally fine rec- 
ord was established in the fire field. 
since the Century of Progress closed 
on October 31st with a total fire loss 
to its protected buildings of less than 
$5,000. 

The fire hazards coupled with the 
occupancy hazards were unusual. 
Realizing the construction of Fair 
buildings and other contributory fac 
tors extreme caution was used. In the 
addition to the elaborate A.D.T. Aer- 


ial Automatic Fire Alarm Service 
a second line of defense was set up. 
consisting of building watchmen 
whose movements and patrol were 
checked by the A.D.T. compulsory 
tour service, in all, comprising 211 
separate stations. Special hookups 
for calling the police were an added 
feature of the fire alarm system. Out- 
side, along the street at 65 separate 
points, were manual fire alarm boxes. 

Four fire stations on the grounds 
contained equipment ready at all 
times to stop widespread fire destruc- 
tion and the Chicago Fire Depart- 
ment was ready to respond with re- 
enforcements when the need arose. 

eee 


Many Commissioners Affected 
by Election 


AS THE ELECTION RETURNS ARE ALL 
TABULATED AND TIE FINAL RESULTS 
are known it is clear that a number 
of new faces are scheduled to appear 
in the ranks of the insurance com- 
missioners early in the new year. In 
North Dakota, S. A. Olsness, who 











-is one oi the old-timers in the com- 
missioners’ convention, will be suc- 
ceeded by Harold Hopton, former 
deputy under Mr. Olsness and also 
at one time connected with the bond- 
ing department of the commissioner's 
office. Two of the elective commis- 
sioners, Jess G. Read of Oklahoma 
and Charles F. Hobbs of Kansas, 
both veterans in the ranks, were 
reelected. 

Superintendent Charles T. Warner 
of Ohio is to be succeeded by Robert 
L. Bowen of Cleveland, the appoint- 
ment having been made by Alfred 
A. Benesch who will be Director of 
Commerce in the cabinet of Gover- 
nor-elect Martin L. Davey. Born in 
Boston in 1880, Mr. Bowen went to 
Cleveland with his parents when he 
was five years old. He joined the 
Northwestern Mutual Life in 1910 as 
a special agent and has been with 
the company since that time. He was 
a member of the Million Dollar 
Round Table of the National Asso- 
ciation of Underwriters in 1930 and 
1931. 


Mutual Club Formed 


in California 


REPRESENTATIVES OF \ NUMBER OF 
THE MUTUAL COMPANIES DOING BUSI- 
ness in California have recently 
formed “The Mutual Insurance Club 
of Los Angeles.” The purpose of the 


founders was to develop a more 
closely affiliated mutual spirit in 
Southern California. Regular 


monthly meetings will be held at the 
I.os Angeles Athletic Club. 


Representatives of the following 
companies are charter members: 

Federal Hardware and Implement 

Mutuals. 

Hardware Mutual Casualty Co. 

Liberty Mutual Insurance Co. 

Los Angeles Mutual Fire Ins. Co. 

Lumbermens Mutual Casualty Co. 

The Mill Mutuals 

Northwestern Mutual Fire Assn. 

State Farm Insurance Companies. 


Calendars Illustrate Growth 
of Mutual Insurance 


TWO STRIKING CALENDARS FOR 1935 
HAVE BEEN PREPARED WHICH ILLUS- 
strate graphically the historical back- 
ground of mutual insurance. The 
Federal Hardware & Implement 
Mutuals present a biography of 
Benjamin Franklin in wood cuts 
which was created by Charles Cusack, 
a very well known wood cut artist. 
It is a stirring and effecting portrayal 
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of Franklin’s life, with special em- 
phasis upon his work in connection 
with the prevention of fires and the 
foundation of the first mutual fire 
insurance company. 

The Mutual Insurance Agency of 
The James S. Kemper organization 
is using the Matt Clark illustrations, 
drawn originally for the National 
Advertising Campaign, in its 1935 
calendar. These famous drawings of 
historical scenes and personages give 
a striking picture of conditions in 
America when mutual insurance was 
founded. 

ee @ 


San Antonio Exchange Rules 
Against Mutuals 


THE SAN ANTONIO INSURANCE EX- 
CHANGE ADOPTED THE FOLLOWING 
rule concerning the representation of 
other than stock insurance carriers 
at its meeting last week: “Resolved, 
that an agency member of this ex- 
change, or a solicitor associated with 
or licensed through an agency mem- 
ber, who, from and after this date, 
places business in or accepts any 
portion of a commission from re- 
ciprocals, Lloyds, mutuals, under- 
writers’ exchanges, or other than 
stock insurance carriers, such agency 
or solicitor shall be assessed a fine 
equivalent to the full commission for 
such policy or policies, the minimum 
fine to be $50 for the first offense. 
And further, if guilty of a second 
offense, such agency member or 
solicitor shall be notified that such 
agent or solicitor membership has 
been forfeited. 


“And further, that each agent or 
solicitor in this organization, before 
December 1, 1934, shall file with the 
secretary of the Exchange a list of 
all business they might now have 
placed within such unauthorized car- 
riers. Any violations discovered that 
were committed before November 20, 
and not reported before December 1, 
shall be subject to the penalties 
stated above.” 


Editor Conde of 


Insurance Field Dies 


RAY W. CONDE, PRESIDENT OF THE 
INSURANCE FIELD, DIED AT 5:50 
o’clock Wednesday afternoon, No- 
vember 21, at his apartment in the 
Brown Hotel, Louisville, after a pro- 
longed illness. He was ‘50 years old. 


Mr. Conde had been prominent in 
insurance newspaper work for 26 
years, having entered the business in 
1908 with the “Western Underwriter” 
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of Chicago, now the “National Un- 
derwriter.” In 1914 he joined The 
Insurance Field as secretary, which 
office he held throughout his twenty 
years service. He was elected vice 
president and general manager in 
1930 and was advanced to president 
in January, 1934. , 


Mr. Conde, who was born in Chi- 
cago May 23, 1884, and was educated 
in the public schools of that city, 
began his business career at the age 
of seventeen as a personal office boy 
for the late Marshall Field. Subse- 
quently he worked for the Rock Island 
Railroad Co., the Standard Car 
Manufacturing Co. and the Whiteley 
exerciser Co., of which he became 
sales manager. 


Mr. Conde is survived by two 
brothers, Arthur Conde of Belvidere, 
Ill., and Homer Conde of St. Louis. 
and a sister, Mrs. Mabel Luther of 
St. Louis. 

eee 


Van Schaick May Withdraw 
as New York Superintendent 


THERE HAVE BEEN A NUMBER OF 
RUMORS TO THE EFFECT THAT GEORGE 
Ss. Van Schaick will not continue as 
Superintendent of Insurance of New 
York after 1934. Mr. Van Schaick 
was first appointed Superintendent by 
President Roosevelt when he was 
governor in 1931 and he was reap- 
pointed by Governor Lehman two 
years ago. He guided the Depart- 
ment through the most troublesome 
period in its history, embracing de- 
pression conditions almost through- 
out. It is conceded that he handled 
affairs in a masterly manner and that 
the excellent showing of the New 
York companies is due in a large ex- 
tent to his guidance. 


It has been known for some 
months past that Mr. Van Schaick 
desires to resume the private practice 
of law in his home city of Rochester 
and that he chafed over the frequent 
absences from his family compelled 
by his duties at Albany and New 
York. There was some talk of his 
receiving either a Federal or State ap- 
pointment to the bench and this may 
yet occur, although prevailing senti- 
ment is that he will withdraw from 
public service at the end of his present 
term. In the event that Mr. Van 
Schaick refuses to continue as Insur- 
ance Superintendent of New York 
there is a great deal of speculation as 
to his successor. J. P. Murray, Com- 
missioner Port of New York Author- 
itv, and Vincent Dailey, New York 
Director of the Home Owners Loan 
Corporation, have been mentioned. 














FIRE 
NEWS 


Fire Loss Continues Low 


ACCORDING TO THE REPORT OF THE 
NATIONAL BOARD OF FIRE UNDER- 
writers the estimated fire losses in the 
United States in October were $18,- 
236,272. This is a reduction of $3,- 
229,110 from the losses for October, 
1933, or 15.04%. It is 12.26% above 
the losses in September, 1934, and for 
the fourth consecutive month the fire 
loss has been below $20,000,000. lor 
the first ten months of 1934 the total 
fire loss is $231,641,835 as compared 
with $266,817 ,094 in 1933 and $371,- 
785,097 in 1932. If the same im- 
provement continues to manifest itself 
in November and December, it seems 
probable that the fire loss for 1934 
will be approximately $50,000,000 
less than that for 1933. 


lowa Mutuals Hold Meeting 


THE ANNUAL CONVENTION OF THE 
IOWA ASSOCIATION OF MUTUAL COM- 
panies was held at Des Moines, Iowa, 
on November 21st and 22nd. Ad- 
dresses were delivered by President 
I, IKK. Hawley of Lawrence; Mayor 
D. N. Lewis of Des Moines; G. E. 
lyons, Secretary of the Federai Land 
Bank of Omaha; J. W. Kimball, 
Chief [Examiner for the Insurance 
Department; John Evans, Grinnell, 
Chairman of the Association Commit- 
tee on Uniform Farm Mutual Pol 
icies: Earl Anderson Grinnell and 
I’. H. Dirst, Chairman of the Build- 
ing Manual Committee. 


Paper Calls for End of 
Missouri Rate Case 


rHE ST, STAR 
rHROUGH ITS EDITORIAL COLUMN HAS 
called on both the Insurance Com- 
panies and the State to settle the liti- 
gation with reference to fire insur- 
ance rates, which has now been going 
on for some years. The editorial says: 
“Tntrance of Missouri Stock fire in- 
surance agents into the rate litigation 
mix-up in an effort to safeguard their 
fees, throws this controversy into 
such inextricable confusion that it 
would seem that the time has come 
for all parties to the suit to get to- 
gether and call the fight off. The liti- 
gation between the State Insurance 
Department and the Stock fire insur- 
ance companies has been going on 
since the Hyde Administration, more 


LOUIS TIMES, 
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than a dozen years back. It has cost 
state taxpayers thousands and thou- 
sands of dollars, with only a partial 
refund to some of them, and threatens 
to go on indefinitely. 

“There ought to be some common 
ground on which the litigants can get 
together. It would let policyholders 
know where they are at and release 
the high priced lawyers for activity 
somewhere else. The $10,000,000 
impounded by the State benefits no- 
body, and nobody knows when, if 
ever, it will be released or where it 
will go. If returned to policyholders, 
a large part of it, like the last refund, 
is certain to come too late to benefit 
them. The public is tired of this per- 
petual wrangle and the insurance com- 
panies and the State government 
ought to be, if they are not.” 


Globe & Rutgers Ready to 
Begin Business 


THE ACTIVE REENTRY OF GLOBE & 
KUTGERS INTO THE UNDERWRITING 
field will probably take place about 
the middle of December, since all 
conditions previously laid down by 
the court and the Insurance Dept. 
have been met and Supreme Court 
Justice Frankenthaler has granted the 
Globe & Rutgers Company authority 
to put its rehabilitation plan into op- 
eration, 

The company will be under the 
direction of red A. Hubbard, form- 


erly vice-president of the Hanover 
lire. Mr. Hubbard, at the time of 
the announcement of his_ selection 


said: “The policy of the new Globe 
& Rutgers will be conservative and 
forward-looking. A real opportunity 
exists when the Globe & Rutgers 
again takes its place in the insurance 
world. It has a history covering 34 
years, during which time it ranged 
among the first three fire companies 
of the country. Its business activi- 
ties are countrywide. It will be an 
organization company.” 
Representatives of the New York 
Insurance Department and the Re- 
construction Finance Corporation 
agreed that the “company will be in 
a sound financial condition when re- 
leased from rehabilitation.” When 
launched, the new Globe & Rutgers 
will start with a combined capital 
and surplus of $7,469,967. 
Commenting upon the return of 
the company to active operations, 
Superintendent Van Schaick said: 
“The order of Justice Alfred 
Frankenthaler authorizing and direct- 
ing the Globe and Rutgers Fire In- 
surance Company to declare its plan 
(Continued on Page 16) 
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Auto Accidents Increase 


AN ANALYSIS OF THE AUTOMOBILE 
ACCIDENT RECORD FOR THE FIRST TEN 
months of 1934 by the Travelers 
Insurance Company indicates that 
there has been a sharp upward trend 
which may result in a new all-time 
high for deaths and injuries due to 
the use of automobiles. 
Approximately 28,400 persons 
have been killed and 740,000 injured, 
as a result of nearly 600,000 auto- 


mobile accidents during the ten 
months period. 
The increased fatalities, which 


amount to 16 percent, indicate that 
the annual record of fatalities from 
street and highway accidents this 
year will exceed 36,000. This will 
be an all-time high mark in deaths 
from automobile accidents as the 
previous record was set in 1931, 
when more than 33,000 persons were 
killed. The deaths this year may even 
approximate 37,000, inasmuch as the 
indicated increase of 16 per cent is 
based largely upon preliminary re- 
ports. 

The record thus far shows that 
40 per cent of all the persons killed 
in street and highway accidents have 
been pedestrians, as against less than 
45 per cent for the whole of last year. 
More persons also have been killed 
this year as a result of the collision 
of automobiles and street cars with 
fixed objects, and with bicycles. The 
fatalities resulting from collisions be- 
tween automobiles comprise almost 
23 per cent of this year’s total and 
deaths because of collisions of auto- 
mobiles with fixed objects total al- 
most 12 per cent. 

The available records show that 
out of the total number of drivers 
involved in automobile accidents 
there has been a gain of almost 24 
per cent in the number who were 
declared intoxicated. Out of the total 
number of pedestrians involved in 
automobile accidents this year rec- 
ords show a gain of more than 55 
per cent who were declared intoxi- 
cated. 

eee 


Workmen’s Compensation 
Premiums Larger 


WORKMEN’S COMPENSATION INSUR- 
\NCE PREMIUMS DURING THE FIRST 


half of 1934 show a gain of about 11 
per cent as compared with the same 
(Continued on Page 24) 
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Every manufacturer or distributor of foodstuffs or home appliances has a possible liability for injuries received 



































PRODUCT PUBLIC LIABILITY INSURANCE 


A Complete Analysis of a New Type of Coverage Which Is Being Written In Increasing Volume to 


HE casualty insurance com- 

panies have suffered severely 

from the decrease in premium 
volume which has been a natural con- 
sequence of the depression. The 
Casualty Experience Exhibit shows 
that for all stock companies entered 
in New York the country-wide vol- 
ume of earned premiums in calendar 
year 1933 was approximately 26% 
less than the peak volume attained in 
calendar year 1930. The effort to re- 
gain casualty premium volume seems 
to be concentrated in using greater 
sales pressure on the favored lines 
such as Accident, Auto Liability, Bur- 
glary, and the more common forms of 
Liability lines, other than Automobile. 
From the standpoint of the possibility 
of developing a material increase in 
premium volume, no consideration 
appears to have been given to a line 
which has shown a steady increase 
in premium volume, even during the 
depression, ever since it was inaugu- 
rated. This line is Product Public 
Liability insurance, the rates for 
which were first shown in the manual 
effective July 1, 1925. The steady in- 
crease in the volume of business de- 
veloped under this line during the last 
ten years is shown by Exhibit I. 

The trend of the loss ratios will 
largely explain why no effort has been 
made to develop this comparatively 
new line. This phase will be dis- 


Meet Public Demand 
By JAMES M. CAHILL 


This paper was the winner of the Richard 
Fondiller Twentieth Anniversary Award for 
the best paper presented by a fellow or 
associate admitted to the Casualty Actuarial 
Soctety during the past five years. 


cussed more fully in a later section 
of this paper. 

Product Public Liability is a line of 
insurance which does not stand in 
good favor with the insurance com- 
panies at the present time. The 
agency forces have been led to believe 
that the writing of this business 
should be discouraged and that no 
attempt should be made to solicit this 
form of coverage. As a result, most 
of the business written has been cov- 


erage for the sale of foods, cosmetics, 
or manufactured articles on which re- 
tailers have demanded insurance pro- 
tection from the manufacturer. The 
result of this underwriting practice 
has undoubtedly been to produce a 
very adverse selection of business 
against the insurance companies. 
e@e @ 

N view of the increase in premium 

volume which has resulted in spite 
of ‘the restrictive attitude of the in- 
surance companies, it is apparent that 
if an attempt were made to develop 
the line there would be great possi- 
bilities for premium expansion and, 
incidentally, better selection of busi- 
ness. As a matter of fact, whether 














EXHIBIT | 


StocK COMPANIES’ Propuct Pustic LIABILITY 


Policy Year* Earned Premium 


1924 $ 115,500 
1925 224,325 
1926 392,895 
1927 441,996 
1928 566,103 
1929 672,721 
1930 676,633 
1931 771,053 
Calendar Year** 
1932 822,031 
1933 1,010,355 


* Data compiled by National Bureau of 
experience reports of stock companies. 


Casualty and 


EXPERIENCE 
Incurred Losses 
(Incl. Allocated Claim 


Adjustment Expense ) Loss Ratio 


$ 46,607 40% 
94,016 42 
143,285 36 
180,747 41 
180,043 32 
295,012 44 
379,968 56 
525,230 68 
563,573 69 
763,345 76 
Surety Underwriters from classification 


** Taken from Exhibit 21 of the Supplement to the New York Casualty Experience Exhibit. 
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the companies desire an increase in 
Product Public Liability premium 
volume or not, it is certain that the 
volume will increase substantially in 
the future because of the great need 
of manufacturers, distributors, and 
retailers for this coverage. Although 
the annual premium volume is now 
only approximately $1,000,000, it is 
likely that this line will become in 
the course of the next few years one 
of the most important under Liabil- 
ity lines, other than Automobile. With 
increasing frequency, it is becoming 
the policy of chain stores, department 
stores, wholesale associations, etc., 
to require that manufacturers furnish 
them with “hold harmless” agree- 
ments. ‘he writing of this coverage 
on a contractual liability basis is a 
distortion which should be corrected 
since this coverage should properly 
be provided through Product Public 
Liability policies. 
ee ®@ 


Growing Need For Product 
Public Liability Coverage 

HE need of manufacturers and 
dealers for Product Public Lia- 
bility coverage is a fairly recent de- 
velopment. Previously, the spirit of 
the law was opposed to the imposition 
of liability which might tend to handi- 
cap the expansion of business. In 
dealing with the problem, the courts 
have reflected the attitude of their 
times and the result has been a chang- 
ing body of law, with the trend at 

present towards greater liberality. 
Under common law, there are three 
legal theories available for the pro- 
tection of the consumer. First, the 
seller can be held liable because he 
contracted to supply a good article 
(either on an express warranty or an 
implied warranty of fitness or mer- 
chantability) and broke his contract. 
Second, the party responsible for the 
defect or impurity can be held for 
negligence in permitting or causing 
its existence, where this negligence 
was the proximate cause of the in- 
jury. Third, if the consumer can 
prove that the dealer knew of the 
defect or impurity, the dealer can be 
held liable in a tort action for deceit. 
The common law rules governing 
warranty have been codified by the 
Uniform Sales Act which is in force 
in about thirty states. This Act pro- 
vides that (1) where the buyer ex- 
pressly, or by implication, makes 
know to the seller that he relies on his 
skill and judgment in the purchase of 
goods for a particular purpose, there 
is an implied warranty of fitness for 
that purpose, and (2) where the 
buyer purchases from the dealer by 
description, there is an implied war- 
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ranty of merchantability. The Act 
further provides for the implication 
of these warranties regardless of 
whether the seller is a dealer instead 
of a grower or a manufacturer. If 
a dealer is held liable for damages to 
an injured consumer, he may be able 
to recover from the grower or the 
manufacturer on the basis of either 
implied or express warranty accord- 
ing to their contract or on the basis 
of negligence. Claims involving neg- 
ligence on the part of a manufacturer 
are usually handled directly by the 
latter for his ultimate protection. 

It follows that if an injured con- 
sumer can prove a breach of war- 
ranty, either express or implied, on 
the part of the seller, he may recover 
to the extent of the damage suffered. 
Theoretically, there must be privity 
of contract between the purchaser and 
the warrantor in order to provide the 
basis for recovery. It should be men- 
tioned, however, that the common law 
regarding warranties is being broad- 
ened by current decisions. Decisions 
in 1932 against prominent manufac- 
turers held that such manufacturers 
were liable to the final purchaser, 
despite the privity of contract rule, on 
the basis of advertisements which 
were construed to be warranties.’ 
Also, in 1928, a consumer was suc- 
cessful in a suit against a manufac- 
turer on the basis that the manufac- 
turer’s implied warranty to the dealer 
was a contract on which the con- 
sumer could sue as a third party 
beneficiary.” 

It should be pointed out that, gen- 
erally, neither the benefit nor the bur- 
den of the warranty “runs with the 
goods,” but that it benefits only the 
purchaser, although others may be in- 
jured by the same unwholesome food 
or defective article. Lack of privity 
of contract prevents a recovery by the 
others.® 

eee 


RITTEN guarantees, labels, 

etc., are express warranties. In 
addition, there is a tendency to con- 
strue advertisements to be express 
warranties where radio, billboards, 
printed matter, etc., are used to create 
a demand for goods by representing 
that they possess certain qualities. 
The definition of an express warranty 
which is contained in the Uniform 
Sales Act is as follows: 


“Any affirmation of fact or any promise 
by the seller relating to the goods is an 
express warranty if the natural tendency 
of such affirmation or promise is to induce 
the buyer to purchase the goods, and if 
the buyer purchases the goods relying 
thereon. No affirmation of the value of 
the goods, nor any statement purporting 
to be a statement of the seller’s opinion 
only shall be construed as a warranty.” 





It will be observed that it is not 
material whether it is the intent of 
the seller to warrant. <A _ positive 
representation of fact is enough to 
render him liable. The rule seems to 
be that those statements of fact con- 
cerning his product contained in a 
inmanufacturer’s advertisements are 
express warranties as regards a con- 
sumer who, justifiably relying on 
those statements, purchases the pro- 
duct. 


It is worthy of mention that there 
is good authority that an action in 
tort as well as an action in contract 
may be brought for a breach of cer- 
tain express warranties, with the re- 
sulting liability being regarded as im- 
posed by law.* 

[t is probable that suit is instituted 
more frequently on the basis of al- 
leged breach of warranty than on a 
negligence basis, because it is often 
quite difficult to prove negligence in 
these cases. The difficulty of proof 
is lessened in some jurisdictions by 
the fact that evidence of the presence 
of a foreign substance in food or 
drugs practically establishes a case of 
negligence and further, in a minority 
of jurisdictions, by the rule of tort 
law that where normally an injury 
would not occur without negligence 
and where the means of preventing it 
or explaining its cause are within the 
control of the defendant, the plaintiff 
need not introduce evidence of negli- 
gence. Regardless of whether there is 
a warranty, the injured consumer can 
secure damages if negligence can be 
proven. It is in actions based on this 
theory that the manufacturer or dis- 
tributor can best be reached. An 
action in negligence is ordinarily the 
only basis under which an injured 
non-purchaser can obtain damages. 


Violation of pure food and drug 
acts has been held sufficient to show 
negligence and permit a recovery, 
since these statutes are enacted for 
the public’s protection from the very 
harm suffered. If the pure food and 
drug acts are made broad enough, the 


1 Baxter v. Ford Motor Co., 168 Wash. 456, 
12 P. (2d) 409 (1932). The court said, “Since 
the rule of caveat emptor was first formulated, 
vast changes have taken place in economic struc- 
tures of the English speaking peoples. Methods 
of doing business have undergone a great transi- 
tion. Radio, billboards and the products of the 
printing press have become the means of creating 
a large part of the demand that causes goods to 
depart from factories to the ultimate consumer. It 
would be unjust to recognize a rule that would 
permit manufacturers to create a demand for their 
products by representing that they possess quali- 
ties which they, in fact, do not possess, and then, 
because there is no privity of contract existing 
between the consumer and manufacturer, deny 
that consumer the right to recover if damage 
results from the absence of those qualities, when 
such absence is not readily noticeable.’ Curtis 


Candy Co. v. Johnson, 163 Miss, 426, 141 So. 
762 (1932). 


2 Ward Baking Co. v. Trizzino, 161 N. E. 557 
(Ch. App., 1928). 


* Williston, On Sales (2d ed. 1924) Sec. 244. 
* Williston, On Sales (2d ed. 1924) Sec. 197. 











difficulties of proof in negligence 
actions largely disappear. The Pro- 
duct Public Liability policies of some 
companies exclude coverage, how- 
ever, if the goods contain any article 
in violation of any Federal, State or 
Municipal Law. 
e® @ @ 

T may safely be stated that the 

common law is changing to meet 
changing conditions. Yet even to- 
day, injured persons face the possi- 
bility of a test case since the more 
stringent rules imposing liability are 
not yet decided law in most jurisdic- 
tions. Although the common law is 
still a maze of conflicting theories and 
old precedents which may operate to 
bar the injured consumer from dam- 
ages, the tendency will undoubtedly 
be to develop a law, imposing liability, 
which will induce those supplying 
goods to settle quickly with injured 
consumers. 

In addition to needing insurance 
protection against their legal liability 
for injuries resulting from actual de- 
fects and mistakes, manufacturers 








ee 
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and dealers need protection against 
the numerous faked claims and hold- 
up suits which are instituted on the 
basis of alleged defects in goods. 
These are very frequent under this 
line of insurance, particularly in con- 
nection with food or drug coverage. 
Certain territories are notorious for 
the legal and medical situations in 
connection with liability claims. 
Present Coverage and Rates 
The coverage under Product Pub- 
lic Liability is defined in the manual 
as follows: Insurance against claims 
in connection with the possession, 
consumption, handling or use away 
from the assured’s premises by any 
person or persons, except employees 
of the assured while engaged in the 
business of the assured, of any mer- 
chandise or product manufactured, 
sold, handled or distributed by the 
assured on account of accidental 


bodily injury including death at any 
time resulting therefrom. This cover- 
age includes the explosion or rupture 
of any container within which the 
product is delivered by the assured. 

















Photo by Underwood & Underwood 





The handling of food gives rise to occasional suits for real or imagined injuries following 
its consumption. 
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The policy also covers such imme- 
diate medical and surgical relief as is 
imperative at the time of the injury. 

Although the policy contracts 
specifically mention accidenta! bodily 
injury, it should be understood that 
illness and disease are construed to 
be accidental bodily injuries when it 
is obvious that in the chain of causa- 
tion there was a contributing factor 
whose presence was so unintentional, 
unexpected and unusual as to bring 
the whole series of causative acts 
within the accepted definition of acci- 
dental. It is worthy of mention that 
the courts do not allow damages for 
fright and shock, however, unless the 
fright actually causes a physical in- 
jury.® 

eee 


He coverage afforded by Pro- 

duct Public Liability Insurance 
is normally effective only for acci- 
dents occurring away from the as- 
sured’s premises, but in the case of 
restaurants and similar enterprises 
this coverage applies also for food 
consumption accidents on the as- 
sured’s premises. On _ risks other 
than of the restaurant type, the Own- 
ers’, Landlords’ and Tenants’ Public 
Liability policy or the Manufacturers’ 
and Contractors’ Public Liability pol 
icy provides the necessary coverage 
on the assured’s premises. 

Neither the manual nor the policies 
and endorsements used by most com- 
panies are specific as to whether the 
coverage protects the assured in the 
case of suits brought on the basis of 
(1) negligence, (2) breach of im- 
plied warranty, or (3) breach of ex- 
press warranty. The phraseology of 
most policies is that the insurance 
company agrees to indemnify the as- 
sured against loss by reason of the 
liability imposed upon him by law for 
damages because of bodily injuries 
as defined in the policy. This phrase- 
ology is apparently generally inter- 
preted to cover suits alleging either 
negligence or breach of implied war- 
ranty. The policies are not inter- 
preted to cover in the case of alleged 
breach of express warranty, because 
of the general belief that such cases 
are definitely of a contract nature and 
generally arise out of liability volun- 
tarily assumed by the assured. In 
view of the fact that the policies are 
not worded definitely as to whether 
implied or express warranty coverage 
is provided, there is considerable 
doubt on the part of many agents as 
to whether retailers, for instance, are 
properly protected at the present 
time. 


The rates for Product Public Lia 
; "8 Kenney v. Wong Len, 81 N. H. 427, 128 A 
343 (1925). 








| 
| 
| 
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bility coverage are in most cases ap- 
plicable to the total sales of the risk 
in hundreds of dollars. Sales are 
defined as the entire amount of money 
(including taxes) charged for all 
merchandise or products sold or dis- 
tributed by the assured during the 
policy period. No policy may be 
written covering only a part of the 
merchandise or products of a given 
risk, leaving uninsured other mer- 
chandise or products sold or dis- 
tributed. Exceptions to this rule may 
he authorized upon application to the 
National Bureau. In the case of a 
few classifications, the rates apply 
per 1,000 fillings, per 1,000 gallons, 
etc., but the usual basis of exposure 
is sales. 

The manual rule for additional in- 
terests’ coverage is that individual 
risks involving additional interests 
must be submitted to the National 
Bureau for rating. 


The coverage of a Product Public 
Liability policy is in effect only dur- 
ing the policy period and not beyond 
it. The coverage is, therefore, limited 
to accidents arising during the policy 
term. The policy period is normally 
one year, but in the case of risks 
where the Product Public Liability 
coverage is provided by endorsement 
on a three year Owners’, Landlords’ 
and Tenants’ Public Liability policy, 
the coverage may likewise be written 
for three years subject to annual 
premium adjustment without dis- 
count. 

ees 


HE Product Public Liability pol- 

icy also provides that the cover- 
age applies only to such merchandise 
as is actually sold to a purchaser for 
a consideration which appears in the 
amount of gross sales reported to the 
insurance company. In the case of 
food products and similar goods 
where the products are normally con- 
sumed within a relatively short time 
after sale, the insurance company ac- 
cepts all claims incurred during the 
policy period. Perhaps the reason- 
ing is that the hazard incurred on 
goods sold before the policy period 
but not actually consumed is offset by 
the goods which will be sold towards 
the end of the policy period but which 
will not be consumed before the pol- 
icy expires. It would also be very 
difficult to identify the date of sale 
of most such products. 


In the case of products such as 
washing machines, electric refrigera- 
tors, lamps, etc., where the goods are 
expected to last many years, the in- 
surance companies do not provide 
coverage for such articles sold before 
the inception date of insurance un- 
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less an additional premium is paid by 
the assured. If the assured desires 
coverage on outstanding articles, as 
well as on those which will be sold 
during the policy period, the usual 
practice is to determine a flat addi- 
tional premium charge for such 
coverage. The method of calculation 
varies somewhat, depending upon the 
type of product to be insured. Usually 
it is assumed that there will be no 
liability for articles more than five 
years old, because any inherent weak- 
ness in the product would have shown 
up by that time and because the man- 
ufacturer or dealer would have the 
defense that wear and tear rather 
than structural defects would be re- 
sponsible for any injuries resulting 
at that late date. The general method 
is to apply the manual rate to the 
sales of the preceding years weighted 
by percentages totaling to 150%. For 
example, the weights applicable to 
the sales of the five preceding years 
are 50%, 40%, 30%, 20% and 10% 
respectively. In the event that it is 
not possible to determine the sales for 
each of the previous five years and 
it is estimated that the sales during 
each of those years were approxi- 
mately the same as the current sales, 
a flat additional premium charge of 
150% is made for coverage on prod- 
ucts previously sold. The payment 
of this additional premium assures 
coverage for all products in use dur- 
ing the policy period but, of course, 
no coverage beyond the expiration 
date of the policy. The calculation 
must be repeated on renewal in order 
to again provide the coverage for 
both current and prior sales. 


No coverage is provided for sample 
products which may be distributed by 
an assured unless the money value 
equivalent of such samples is included 
with the gross sales in determining 
the premium. In the case of goods 
which are left with prospective cus- 
tomers on demonstration, the mer- 
chandise to be used by the prospective 
customer for the time being, coverage 
is provided for such demonstration 
hazard, with no extra premium 
charge. While the goods are actually 
being demonstrated by the assured’s 
employees, the necessary coverage is 
afforded by the direct liability policy, 
of course, and not by the Product 
Public Liability policy. 


HE manual rates provide for a 

limit of $5,000 for all damages 
arising out of bodily injuries to or 
death of one person; and, subject to 
that limit for each person, a total 
limit of $10,000 for all damages aris- 
ing out of bodily injuries to or death 





of two or more persons in any one 
accident. If merchandise or product 
from one prepared or acquired lot 
after the sale produces injuries to 
more than one person, the injuries to 
all persons proceeding from that com- 
mon cause are considered as con- 
stituting one accident. Subject to 
the foregoing limits, an aggregate 
limit of $25,000 for all damages aris- 
ing out of bodily injuries or death 
during the policy period is provided. 
The purpose of the aggregate limit is 
to provide some degree of protection 
to the insurance company where a 
whole series of claims may develop in 
such a way that the accident limit is 
of no value whatsoever, because there 
is no provable relationship between 
the specific cause and the specific 
effect. 


Limits higher than 5/10 and $25,- 
000 are written upon application of 
the factors shown in designated ex- 
cess limits tables. Table A is used 
with a number of the more hazardous 
classes and Table B applies in the 
case of the remainder. If the acci- 
dent limit exceeds $25,000, the aggre- 
gate limit becomes the same amount 
automatically. If an aggregate limit 
in excess of $25,000 and in excess of 
the accident limit is desired, the fac- 
tor used is 20% of the factor for the 
desired per person/per accident limit 
plus 80% of the factor for the same 
per person limit combined with an 
accident limit equal to the desired 
aggregate limit. 


EXAMPLE 

$5,000 per person/$50,000 per accident/ 
$100,000 aggregate. 

20% of 1.14 (Table B factor for $5,000/ 
$50,000) =.228. 

80% of 1.19 (Table B factor for $5,000/ 
$100,000 ) —.952Z. 

Total (Table B factor for $5,000/50,000/ 
100,000 ) 1.180. 


In case of large risks where the 
difference between the risk premium 
and the amount of the aggregate 
limit is considerably less than in the 
average sized risk, the risk may be 
submitted to the National Bureau for 
individual consideration and _treat- 
ment as respects the aggregate limit 
feature. In general, the annual 
premium for risks to receive such in- 
dividual consideration should be not 
less than $5,000 at standard limits. 


If the aggregate limit under the 
policy becomes almost or fully ex- 
hausted, the carrier notifies the pol- 
icyholder. The carrier continues to 
investigate and defend all claims that 
may arise until the coverage is 
actually terminated. Earned pre- 


miums are determined on the basis 
(Continued on Page 18) 
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The Resident Agent Law 


An address delivered before the 


recent 


meeting of the National 


‘onvention of Insurance Commissioners at St. Petersburg, Florida 
( t yf ( t St. Peters Florid 


By OSCAR L. HELTZEN 


Insurance Commissioner of 


HE Rhode Island resident 
agent law is as follows (P. L. 
1928, Ch. 1218): 

“Sec. 6. No insurance company not in- 
corporated under the authority of the 
state, admitted to do business in this state, 
shall issue, or deliver any policy of, 01 
make any contract of insurance on either 
persons or property in this state, or cover- 
ing any hazard or risk in the performance 
or non-performance of any duty relative 
to any contract or obligation, performed 
or to be performed in this state, or in con- 
nection with any obligation or duty which 
is governed or controlled by the laws of 
this state, but actually to be performed by 
any individual, firm or corporation not 
resident in this state unless such policy or 
contract is issued through and counter- 
signed by a lawfully constituted and 
licensed resident agent of this state; pro- 
vided, that policies or contracts issued by 
life insurance companies licensed to do 
business in this state need not be counter 
signed by their resident agents.” 

Undoubtedly a state has the power 
to prohibit insurance companies in- 
corporated outside the state from 
making contracts within the state ex- 
cept upon such conditions as the state 
may prescribe. 

It is equally clear that a state can- 
not forbid insurance companies which 
have not complied with the laws of 
the state from doing business with 
its citizens when the contra¢t is made 
outside the state. 

The difficult question is the one 
whether a company, other than life, 
incorporated in another state but ad- 
mitted to Rhode Island, can make a 
contract out of Rhode Island with a 
resident of Rhode Island and not be 
subject to the statute hereinbefore 
quoted. 

What research I have been able to 
make in a very brief time has been of 
cases as follows: 


Hooper v. California, 155 U. S. 
648 ; 

Nutting v. Massachusetts, 183 U 
S. Soe" 

Delamater v. South Dakota, 205 
U. S. 3; 

Allgeyer v. louisiana, 165 U. S. 
578: 


N. Y. Life Ins. Co. v. Dodge, 246 
U. S. 357; 

St. Louis Cotton Compress Co. v. 
Arkansas, 260 U.S. 346; 

N. Y. Life Ins. Co. v. 
U.S. 149: 

Aetna Life Ins. Co. v. Dunken, 69 
Law. Ed. 137: 

Coderre vy. Travellers Ins. Co., 48 
R. I. 152, 136 Atl. 305; 

Riding v. Travellers Ins. Co., 48 R. 
I. 433, 138 Atl. 186. 


Head, 234 


Rhode Island 


According to the cases the test is 


not where the risk is located but 
where the contract ts made. 
e® @ ® 


I’ this is so, it is argued by those 

seeking to break down the resi- 
dent agency law, that statutes such as 
that of Rhode Island can only apply 
to contracts made in Rhode Island 
and it should not be construed as 
attempting to regulate or prohibit in- 
surance contracts made in other juris- 
dictions or to deprive a citizen of 
Rhode Island of the right to protect 
himself from loss thru a contract of 
insurance made in another state since 
this would be unconstitutional. 

The Rhode Island Supreme Court 
not passed upon the resident 
agent law. 

In Coderre v. Travellers 
and Riding v. Same, supra, the Rhode 


has 


Ins. Co. 


Island Supreme Court construed the 


statute relating to policies insuring 
against liability for property damage 
or personal injuries which provides 
that the insurer shall be directly 
liable to the injured party and if 
process is returned ‘non est inventus’, 
the injured party may proceed 
directly against the insurer, and the 
court held that this statute has no ap- 
plication to the case of a_ policy 
issued in another state to a citizen of 
another state and containing no pro- 
vision that the defendant should be 
directly liable to the injured party, 
although the accident in the Riding 
case occurred in Rhode Island. 

In Riding v. Travellers Ins. Co., 
supra, the court held (p. 436) : 

“The ground of the decision in thi 
Coderre case was that the provisions of 
Section 7 applied solely to contracts of in 
surance written and issued in this State, 
and further, if such had been the intent of 
the General Assembly, it was not within 
its constitutional power to give extra-ter 
ritorial force to its statutes, and thus af 
fect policies of insurance issued in 
Massachusetts or in any other jurisdiction 
outside of Rhode Island.” 

If ever the Rhode Island resident 
agent law is before the court I antici- 
pate that the Coderre and Riding 
cases, supra, will be cited with the 
cases holding that local statutes can 
not be read into foreign contracts. 


Sec. 3, Ch. 175,.0.. L. Wag, of 
Massachusetts provides: 
“No company shall make a contract of 


insurance upon or relative to any property 
or interests or lives in the commonwealth, 
or with any resident thereof, and no per 
son shall negotiate, solicit, or in any man 
ner aid in the transaction of such insur 
ance or of its continuance or renewal, ex 
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cept as authorized by this chapter or 
chapter one hundred and seventy-six or 
one hundred and seventy-cight.” 

In the annotations to this section in 
the compilation, by Insurance Com- 
missioner Brown, of Massachusetts, 
at pages 140 and 141 it is stated: 


“This section applies only to contracts 
made in the commonwealth and it is not 
to be construed as attempting to regulate 
or prohibit insurance contracts made in 
other jurisdictions, or to deprive a citizen 
of this Commonwealth of the right to pro- 
tect himself from loss through a contract 
of insurance made in another State. 

“A provision in this section that all con- 
tracts of insurance on lives, property or 
interest in the Commonwealth should be 
deemed to be made therein was repealed by 
St. 1924, chap. 406. If said provision 
meant more than that the legality and con- 
struction of insurance contracts made in 
Massachusetts should be governed by 
Massachusetts law, and attempted to take 
away the right to contract outside the 
State, it was unconstitutional.” 


HIE case of Palmetto Fire Ins 
Co. v. Harry L.. Conn, Superin- 
tendent of Insurance, State of Ohio, 
272 U. S. 295, joined with the cases 
of Chrysler Sales Corporation v. 
Wilbur D. Spencer, Insurance Com- 
missioner of State of Maine, Utter- 
back-Gleason Co. v. Wilbur D. 
Spencer, Insurance Commissioner of 
State of Maine, Clark Motor Com- 
pany v. Olaf Johnson, Commissioner 
of Insurance State of Wisconsin, 
Chrysler Sales Corp. v. Olaf Johnson, 
Commissioner of Insurance State of 
Wisconsin, throw further light on 
our difficult question. Mr. Justice 
Holmes delivered the opinion of the 
Court and T quote as follows: 
“These cases all raise the same question 
The first, Palmetto Fire Insurance Com- 
pany v. Conn, is a suit to enjoin the Ohio 
Superintendent of Insurance from revok- 
ing the license of the plaintiff, a corpora- 
tion of South Carolina, to do business in 
Ohio, on the ground that it has violated 
statutes of the latter State. These statutes 
forbid the insurance of property in the 
State except by a degally authorized agent 
resident in Ohio, and tax the business 
lawfully done there. They provide also 
that any one who procures an application 
for insurance shall be held to be the 
agent of the party thereafter issuing the 
policy. The plaintiff that if the 
statutes are held to apply to what it has 
done they are invalid under the Fourteenth 
amendment of the Constitution of the 
United States. The case was tried before 
a statutory court of three judges and an 
injunction was refused. 9 Fed. (2d) 202 
“The facts are simple. The plaintiff 
made a contract of insurance in Michigan 
with the Chrysler Sales Corporation, a 
Michigan corporation which sells all the 
automobiles made by the Chrysler Cor- 
poration. This contract purported to in- 
sure purchasers of Chrysler cars against 
fire and theft, and to hecome automatically 
effective from the date on which the pur- 
chaser took delivery or a bill of sale of 
the car; the Chrysler Company to send a 


says 


(Continued on Page 22) 
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Mutual Convention Breaks Record 


TTRACTIONS of the Sunny 
A South, as presented by Savan- 

nah, Georgia, proved so potent 
that the attendance of the mutual 
convention held in that city last month 
surpassed the registration of similar 
events of recent years. The crowd 
was there early, too, indicating that 
the interest in the gathering was at 
a high point. Considerably more than 
half the delegates arrived a day be- 
fore the meetings began and spent the 
time looking over the historic spots 
of the city or testing out che golf 
courses to tune up their game in 
anticipation of the tournament to 
follow. Committees attending to pre- 
liminary business were in evidence 
everywhere, and the hard working 
group assigned to the task of fur- 
nishing information had their hands 
full. 

The convention started with a bang 
on Monday morning, when the first 
items on the Association program 
were discussed. Similarly, the Feder- 
ation schedule got under way on 
Tuesday with celerity. Following pre- 
cedent, the subjects considered em- 
braced a range of insurance informa- 
tion which touched on practically all 
major divisions of the business ex- 
cept the life field. A full set of notes 
on the proceedings would furnish 
material for a comprehensive thesis, 
particularly on the problems of sell- 
ing, of certain aspects of underwrit- 
ing, and of management. 

The Association had concentrated 
its program more than in former 


years, and, although group meetings 
were on the list, the general gather- 
ings were arranged so that a majority 
could attend them. Speakers of high 
calibre made the sessions of unusual 
importance. 

Not so many assigned addresses 
were on the I‘ederation program, but 
hoth the open and executive meetings 
developed discussion periods which 
scarcely left time for meals. Success 
was written all over the deliberations 
of both sections of the convention, 
and the harmony and_ cooperative 
spirit existing between the Associa- 
tion and Federation was made plain 
by the attendance and enthusiasm at 
the joint meetings off Monday and 
Tuesday nights, and at the banquet 
on Wednesday evening, which was 
declared to have broken the record 
for the size of the crowd. 


OMETHING of an _ innovation 
S were the many “breakfast meet 
ings” of various groups. The seven 
o'clock hour was stretched several 
times to seven-thirty, to be sure, but 
the appearance of the sausages and 
baked apples and such was welcomed 
each morning by rooms full of men 
(many women, also) ; and the speak- 
ers put vim into their presentation of 
facts and figures. 

Proceeding through the same days, 
and, indeed, constituting a very large 
feature of the convention, were the 
deliberations of the advertising section 
under the chairmanship of Walter 
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Jackson, publicity manager for the 
Grain Dealers National Mutual Fire 
of Indianapolis. The exhibit of ad- 
vertising in various classes, arranged 
for easy inspection, was by all odds 
the best display the mutuals have as- 
sembled since the advent of this idea 
a number of years ago. More about 
the advertising conference will be 
found further along in these pages. 

Thomas G. McCracken reported 
abundant progress in his annual ad- 
dress, and skillfully directed the ses- 
sions of the Association. He also 
acted as toastmaster of the banquet. 
\ highlight at the first joint meeting 
was the address by Hon. Hugh 
Peterson, congressman elect for the 
first district of Georgia, whose speech 
was a barrage of wit, eloquence, 
and sound sense. Mrs. E. J. Brook- 
hart gave the proper note of serious- 
ness to the occasion by opening the 
program with a devotional service, 
admirably conducted. At the annual 
banquet on Wednesday night, Hon. 
Ellison D. Smith, veteran senator 
from South Carolina and an orator 
with the rounded periods and plat- 
form presence of the old school, was 
electric with picturesque rhetoric, 
homely philosophy and a lusty humor 
that pleased the audience mightily. 

Presentation speeches and subse- 
quent acknowledgments incident to 
the delivery of gifts to the retiring 
president of the Association and to 
Harry P. Cooper, who just com- 
pleted twenty years of service with 
that organization, were heartwarming 
in their effect. A pleasant interlude 
was the Past Presidents’ night on 


(Continued on page 25) 
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The President's Address 
By THOMAS G. McCRACKEN 


HE keynote of this convention 

is “The Policyholder First.” 
Surely a more appropriate slogan for 
a mutual insurance convention could 
not be devised, because if there ever 
has been a system of protection which 
recognized the policyholder it is mu- 
tual insurance. From the very incep- 
tion of the business the one outstand- 
ing thought of mutual protection has 
been to furnish the highest type of 
indemnity at the lowest possible cost 
and to reduce the possibility of loss 
to the minimum, for those who trust 
their property to its widespread arms. 
Surely the experiences of the past 
five years have demonstrated beyond 
doubt that the great opportunity 
which mutual insurance has had dur- 
ing these trying years, has been taken 
advantage of to the greatest possible 
degree and while other forms of in- 
surance protection have landed on the 
rocks, the test of time has proved 
that the percentage of survival among 
mutual insurance companies is the 
highest of any of the forms of pro- 
tection, by a wide margin. These 
statements, although hackneyed in 
their repeated use by mutual insur- 
ance companies, nevertheless  elo- 
quently emphasize that there must be 
something in the mode of operation 


of mutual insurance that makes it 
more enduring as an_ insurance 
carrier. 


The depression has given us a great 
opportunity to attract to our lists 
many who were seeking merely to re- 
duce the cost of their insurance pro- 








Delegates to the National Con- 
vention of Mutual Insurance Com- || 
panies of America are shown above |} 
assembled before the convention || 
hotel in Savannah, Ga. 
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tection, but who now having experi- 
enced the operation of mutual insur- 
ance, will be slow to return to the 
forms of protection which they pre- 
viously carried, not only because of 
the economies effected through large 
savings in dividends, but through the 
excellent service rendered in fire and 
accident prevention and protection 
which is woven into the fabric of our 
organizations in our conscientious en- 
deavor to make better risks for our 
policyholders. 

The dividend saving of mutual in 
surance is perhaps the most glittering 
of its benefits, and we are prone to 
place it foremost in our advertising. 
We overlook the fact that the funda- 
mental of mutual insurance protection 
is the improvement of the risk and 
safeguarding it against destruction. 

The past year, with its exceptional 
experience of low fire loss ratios, 
must not be taken as a signal to relax 
our vigilance in underwriting, or as 
a harbinger of any continued period 
of no losses in the future. It must 
only be looked upon as a rest period 
for the accumulation of reserve and 
strength for the rainy days that are 
sure to follow. Bad years will return 
inevitably and we would be short- 
sighted indecd were we to revamp our 
program by any movement to increase 

(Continued on page 25) 








Advertising Exhibit 


ROBABLY the most successful 

Advertising Exhibit in the four 
years of the Mutual Insurance Ad- 
vertising Conference was held in the 
lounge of the DeSoto Hotel at Savan- 
nah, Georgia. Thirty-five poster 
panels, five feet by six feet, were 
covered on both sides by material sub- 
mitted by both farm and advance 


premium Mutual fire and casualty 
companies throughout the United 
States. 

Although there were fewer pieces 


than were submitted for the Minne- 
apolis exhibit in 1933, the quaiity 
was undoubtedly the highest so far. 
The.exhibit made a vivid show, the 
panel boards being lighted and every 
color of the rainbow being used in 
the material itself. It took seven men 
twenty hours to place the material on 
the boards; three of them being 
artists recruited in Savannah. A num- 
ber of new classifications were added 
this year, among them letterheads and 
policies, it being the belief of the 
committee handling both the exhibit 
and the awards that there should be 
a definite modernizing in the appear- 
ance of letterheads and policies. One 
of the most heartening results of this 
was the fact that a farm company 
took second prize among letterheads 
in competition with some of the in- 
dustry’s best examples. 

For the first time in the history of 
the National Association Conventions, 
a member of the American Bankers’ 
Association was present and _ sat 
through the sessions of the Advertis- 

(Continued on page 28) 
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FIRE NOTES 


(Continued from Page 8) 


of rehabilitation operative marks the 
first time that an insurance company 
in this state has emerged from re- 
habilitation to engage again in the 
business of insurance. 

“As a result of conditions which 
existed in March 1933 the State In- 
surance Department was required to 
take possession of the company. The 
rehabilitation provisions of Article 
XI of the Insurance law, enacted 
in 1932, were resorted to rather than 
a liquidation proceeding in the hope 
that it might be possible to effect a 
reorganization. This hope has now 
been realized. 

“The rehabilitation plan which will 
be put in operation was promulgated 
in the Spring of 1934 with the sup- 
port of the Insurance Department. 
It has had the endorsement of both 
stockholders and creditors of the 
company. 

“Since the company was taken 
over for rehabilitation the following 
changes have taken place: 

1. The company has met the various crit- 
icisms made of it by the Department which, 
in the opinion of the Department, led to the 
necessity for taking it over for rehabilita- 
tion in March, 1933. 

2. New management has been provided 
for the company which is satisfactory to the 
Department. 

3. The company has given satisfactory 
assurances to the Department in regard to 
its underwriting, investment and financial 
policies. 

4. Whereas in March, 1933 the company 
was temporarily embarrassed because of 
the temporary freezing of certain of its 
assets, today, through the sale of securities 
and improvement in market conditions and 
the cooperation of the creditors, it will have 
a capital and surplus of approximately 
$6,000,000, leaving it in a sound financial 
condition, with an adequate reserve of cash 
and liquid securities to meet its maturing 
obligations. 

“For these reasons the Superin- 
tendent of Insurance recommended to 
the court that the plan be approved 
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and the board of directors be author- 
ized to declare it operative. 

“Throughout the entire rehabilita- 
tion proceedings the cooperation of 
the court has been of material aid in 
enabling the Globe and Rutgers Fire 
Insurance Company to work out a 
reorganization plan. In this period 
when destructive forces have been so 
much at work it should be gratifying 
to the creditors of this company and 
to the company itself that a construc- 
tive result has been attained.” 


Fire Carriers to Pay Taxes 


Only In Case of Total Loss 


HONORABLE ROY MC KITTRICK, AT- 
TORNEY GENERAL OF MISSOURI, REN- 
dered an opinion on November 20th, 
holding that Section 9963B of the 
State Laws, which makes delinquent 
taxes a first charge on fire and wind- 
storm insurance money, applies only 
in cases where the insured’s buildings 
are totally destroyed. A county col- 
lector has no direct claim on insur- 
ance money where the property is 
only partially destroyed. 

The Attorney General’s opinion 
states that the statutory claim for 
taxes attaches to insurance money 
only where the property has been de- 
stroyed to a point beyond which the 
buildings are permanently unfit for 
use “and require rebuilding as dis- 
tinguished from repairing.” The 
opinion will prevent county collectors 
from claiming insurance money for 
delinquent taxes in every case in 
which there is a partial loss from fire 
or windstorm and taxes are not up to 
date on the property. However, there 
will still be a number of cases in 
which the insurance carrier, the tax 
collector and the insured (or his 
mortgagee) will get into 4 three-cor- 
nered argument as to whether a cer- 
tain loss is total or partial. In such 


Non-Assessable Fire Policies Approved 
by Missouri Attorney-General 


HE Attorney-General of 

Missouri rendered an opinion on 
November 9th holding that mutual 
fire insurance companies may issue 
non-assessable policies in the state. 
The opinion expressly overrules an 
opinion of January 12, 1933, holding 
otherwise. The November opinion 
definitely settles a matter which has 
been troublesome to both the com- 
panies and the Missouri Insurance 
Department. The mutual fire com- 
panies were certain that the Missouri 


law gave them authority to issue non- 
assessable policies and filed a brief to 
that effect with the Missouri Attor- 
ney-General and notified the com- 
panies that they must cease writing 
non-assessable policies. This anomo- 
lous situation is now at an end and 
the right to issue non-assessable 
policies is unquestioned. 
The full text of the recent opinion 
is given below: 
November 9, 1934. 


(Continued on Page 22) 





cases the insurance company must 
pay one side or the other at its peril, 
or protect itself by paying the money 
into court in interpleader proceed- 
ings. 

eee 


Adopt Separation Rule 
Against Mutuals 


THE SOUTHEASTERN UNDERWRITERS 
ASSOCIATION AT ITS ANNUAL CONVEN- 
tion at Pinehurst adopted the follow- 
ing amendments to its rule with 
reference to representation of mutual 
companies by agents who also rep- 
resent member companies. 


“No member of this association may 
enter any agency representing any mu- 
tual company, or any company paying 
dividends to policyholders, unless such 
company is domiciled and has its prin- 
cipal office in the territory of the 
Southeastern Underwriters Associa- 
tion; nor shall any member of. this 
association remain in an agency which 
shall hereafter take on the representa- 
tion of any mutual company or com- 
panies paying dividends to policyhold- 
ers, unless such mutual company, 
along with stock company members 
of this association, shall be acquired 
through purchase of an agency, and 
then only of such mutual company as 
is domiciled and has its principal office 
in the territory of the Southeastern 
Underwriters Association.” 


The adoption of the above rule 
does not relieve members of their 
obligation to correct violations of the 
former rule, except as to domestic 
mutual companies. The following 
amendment was also adopted: 


“On and after January 1, 1935, no 
member of this association shall com- 
pensate its local agent to represent a 
mutual insurance company whose dom- 
icile and principal office is outside of 
S.E.U.A. territory on any other basis 
than as follows: 

“Fire, including all other kinds of 
business written on fire policies, not 
exceeding 15 per cent. 

“Windstorm, cyclone and_ tornado, 
not exceeding 15 per cent. 

“Said commission allowances will 
cover and include all agency expenses, 
such as postage, exchange, advertising, 
solicitors’ fees, personal local license 
fees, rent, clerk hire, services in ad- 
justing losses under policies issued by 
the agent or agency, local board ex- 
penses, and all other agency charges, 
excepting only maps, map corrections, 
advertising as required by law, and 
taxes.” 


The original mutual rule adopted 
two years ago, while sanctioning con- 
tinuance of representation by such 
member companies as were then in 
local agencies together with mutuals, 
prohibited additional appointments. 


existing conditions being “frozen.” 
Many member offices held this to be 
discriminatory and chafed under it. 
arguing that it unfairly restricted 
their opportunity to secure desirable 
agency connections. 
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MUTUAL FIRE INSURANCE MAKES 
STEADY PROGRESS IN ENGLAND 


By RICHARD MORRIS 


UTUAL insurance in its nar- 

rowest usage provides insur- 

ance service to its members, 
at cost. From a wider viewpoint it 
stands for mutual help in matters 
of common concern, insensibly creat- 
ing an interest in social unity and 
progress. It is a dependable instru- 
ment of public service, free from the 
dead hand of Government, free from 
the vagaries of political aims and 
forces, free from the benevolent 
mummeries of the prophets of high 
finance, and it infuses ideas of mutual 
aid amongst a perplexed people. 

It may be true that many success- 
ful industries would never have been 
started but for some adventurous 
business man, with capital, able and 
willing to take risks. No one can 
grudge him the full share of the 
resultant profits, subject to a square 
deal to those who have helped him 
with their skill and labour. But Fire 
and other forms of Insurance are out- 
side this commendable domain of in- 
dustrial enterprise. 

An old English proverb tells us 
that an example is better than a ser- 
mon. Let us then have a few ex- 
amples to illustrate the truth of the 
conditions laid down for the con- 
duct of Insurance on the strongest 
basis in the public interest. 

The Municipal Mutual Insurance 


Society which is serving over a 
thousand municipalities in Great 
Britain is to-day relatively stronger 
than any of the proprietary com- 
panies that are three or four times 
older. Its net premium income is 
£374,000 whilst its reserves amount 
to £772,000. It has returned to its 
members in immediate reduction of 
premiums the sum of £200,000, with 
further substantial reductions made at 
the end of each five-year period. The 
ratio of its fire losses to net premium 
income last year was 11%. It has 
never exceeded 15%. This compares 
with the fire losses of the Stock 
Companies of 50%. Old readers of 
this journal will recollect that this 
Society started business thirty years 
ago not only without the aid of a 
penny piece of capital but had to en- 
counter the opposition of the proprie- 
tary companies. For years it stood 
the attacks of the proprietary press. 
When at last these unfair onslaughts 
were resented and taken to the High 
Court, the proprietary press made an 
obsequious apology, declaring its 
charges to have been made without 
foundation which, however, did not 
save it from being condemned in very 
heavy damages. 
eee 


HE formation of the Municipal 
Mutual served as a_ protest 
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against the action of the proprietary 
companies in, about that time, clos- 
ing down two old mutuals by paying 
each policyholder a sum of money 
and by undertaking to maintain their 
policies in force, free of charge, for 
a period of thirty years, a term that 
only recently expired. This trans- 
action was facilitated by substantial 
payments to the directors for loss of 


office. 


Ten years later two other mutuals 
were formed, without the aid of any 
capital, both of which are to-day in 
a strong position, operating on a na- 
tional scale. The premium income of 
The National Employers’ Mutual. 
formed twenty years ago, is £817,- 
569 with assets amounting to £1,- 
071,154. The National Union of 
Farmer’s Mutual, formed about the 
same time, has to-day assets amount- 
ing to over £600,000 with a net 
premium income of £418,825. Since 
1919 it has effected a cash saving to 
its policyholders of £760,954. Dur- 
ing the same period it has paid claims 
amounting to over £1,725,000. The 
Iron Trades Employers Mutual, an 
account of which appeared in this 
journal some years ago and whose 
business is limited to public and em- 
ployer’s liability, continues to grow 
in strength and service to its mem- 
bers. Its premium income last year 
was £551,295. Its reserve fund, 
after paying back 30% of the prem- 
iums to those of the policyholders en- 
titled thereto, now stands at £2,397,- 
430. Notwithstanding the substantial 
dividends to its members, its reserve 
strength is incomparably greater than 
that of any proprietary company in 
England. 

These four mutual companies, and 
there are others, are a refreshing ele- 
ment in our corporate life and pro- 
vide a display of insurance skill, effi- 
ciency and financial strength for the 
sole and common benefit of their 
members. 

eee 


HE managing-director of a well- 

known British proprietary com- 
pany delivered an eloquent speech to 
an Insurance Congress, declaring that 
Insurance was a principle that carried 
out the Divine Edict, “Bear ye one 
another’s burdens.” The capital of 
the company directed by this dis- 
tinguished and well-informed speaker 
is £1,450,000. The market value of 
this capital is £40,000,000. It paid 
in dividends to its shareholders last 
year £1,314,588 which is at the rate 
of 91% per annum. The whole of 
the capital is paid back every thirteen 
months. To claim this company as an 


(Continued on Page 22) 
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Product Liability Insurance 
(Continued from Page 12) 


of only the actual earned exposure 
during the period of coverage, regard- 
less of the amount of incurred losses. 
If, after the development of losses 
on a policy with a corresponding re- 
duction in the aggregate limit, the 
assured desires to increase the aggre- 
gate limit for the remainder of the 
policy period, additional limits of 
liability may be purchased for addi- 
tional premiums based on the factors 
in the manual excess limit tables. Such 
additional limits apply only for the 
remainder of the policy period, and 
the increased aggregate limit, less 
claims for accidents which occurred 
previously, applies only from the date 
on which the additional aggregate 
limit is purchased. 

An Experience Rating Plan is ap- 
plicable in three states: Minnesota, 
New York and Wisconsin. Product 
Public Liability risks which develop 
an exposure during either the latest 
year or the latest two years of the 
experience period such that the appli- 
cation thereto of manual rates for 
standard limits produces a premium 
of not less than $1,000 qualify for 
experience rating. The Plan is ap- 
plied on an intrastate basis. Classifica- 
tions which are (a) rated are not 
subject to experience rating. 


Need for Clarification of Coverage 
and Endorsements 


N view of the probability that the 

premium volume of the Product 
Public Liability line will increase sub- 
stantially within the next few years, 
it is essential that the policy forms 
and coverage be revised to conform 
with present day needs. The insuring 
agreements should be made so clear 
and definite that the coverage will be 
easily understood by the average lay- 
man and insurance producer who are 
not often familiar with the interpre- 
tations which may be placed upon 
policy coverages by the claim depart- 
ments of the companies. 

It seems quite likely that Product 
Public Liability coverage will always 
he provided by an endorsement at- 
tached to either an Owners’, Land- 
lords’ and Tenants’ Public Liability 
policy or to a Manufacturers’ and 
Contractors’ Public Liability policy. 
The coverage provided by the Prod- 
uct Public Liability endorsement con- 
sists essentially of eliminating the 
standard exclusion of the direct li- 
ability policy to the effect that there 
is no coverage for injuries caused by 
the possession, consumption, or use 
elsewhere than on the assured’s prem- 
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ises of any article manufactured, han- 
dled, or distributed by the assured 
unless covered by written permit en- 
dorsed on the policy. It might be 
desirable, however, to give considera- 
tion to the preparation of a separate 
policy form limited to Product Pub- 
lic Liability insurance. 

The Product Public Liability en- 
dorsement should specifically state 
that coverage is provided for claims 
alleging breach of implied warranty 
in addition to those alleging negli- 
gence. It would be desirable to defi- 
nitely exclude coverage for any liabil- 
ity based upon an express warranty 
or any liability voluntarily assumed 
by the assured, whether orally or in 
writing. The endorsement should 
also state clearly that illness and 
disease are covered. In order to fur- 
nish assureds with the coverage they 
actually need, it might be well to 
broaden the policy coverage to include 
illness and disease without the restric- 
tion that they be of a nature which 
can properly be construed to be acci- 
dental. 

Liability based on express war- 
ranties cannot safely be covered 
as a general rule without careful ex- 
amination of the express warranties 
by the home office of the insurance 
company. For this reason, such 
coverage should be specifically ex- 
cluded from the general Product Pub- 
lic Liability endorsement. It should 
be permissible, however, for an as- 
sured to purchase, by payment of 
an additional premium, coverage for 
any liability which may be incurred 
as the result of express warranties. 
Such coverage would be subject to 
careful underwriting and it would be 
necessary to receive copies of all ex- 
press warranties issued and also of 
all labels and advertising ‘material, so 
far as practicable. The insurance 
company would necessarily have to 
maintain a fairly close contact with 
certain types of assureds in order to 
be certain that the advertising mate- 
rial, labels, etc., were not changed to 
a degree which would seriously affect 
the insurance hazard. As a safeguard, 
the insured express warranties could 
be quoted in the Product Public 
Liability endorsement. 

The endorsements used by the 
various companies should be stand- 
ardized. At least three separate en- 
dorsements should be prepared: one 
for restaurants, etc., where the cover- 
age is both on and away from the 
assured’s premises; one for other 
food or drug risks; and a third for 
use in writing coverage on products 
of a durable nature. 





HE classifications which cover 

products of .a durable nature 
should be definitely indicated in the 
manual as compared with those which 
cover such products as foods which 
are normally consumed relatively 
soon after their manufacture and sale. 
A uniform method of writing the 
coverage on durable merchandise pre- 
viously sold should be developed and 
printed in the manual. It is not prac- 
ticable to merely increase the manual 
rate applicable to current sales in 
order to reflect the hazard assumed 
on previous sales because the degree 
of hazard thus assumed varies widely 
from risk to risk. The possible liabil- 
ity in connection with a firm 
which has been in business for many 
years is much greater than that of a 
firm which only recently commenced 
operating. The volume of business 
transacted from year to year also 
varies greatly. Although the degree 
of liability which exists in connection 
with products sold prior tothe effec- 
tive date of insurance may also vary 
somewhat between classifications, 
nevertheless, it would be desirable to 
develop a general rating method for 
this coverage. It would be a fair 
basis to assume, for example, that in 
general some degree of liability exists 
on products sold during the previous 
three year period and that the total 
premium for all products of the 
assured previously sold should 
approximate the premium charged for 
a single year’s current coverage, using 
a standardized system of weights 
against the exposure of the three pre- 
ceding years. 


The subject of additional interests’ 
coverage for this line deserves thor- 
ough study in an effort to develop 
definite rules for inclusion in the 
manual. Admittedly, the degree of 
liability assumed through additional 
interests’ coverage varies consider- 
ably among different risks,, but it 
should be possible to formulate defi- 
nite rules for the additional premium 
charge for inclusion in the manual. 
The standard additional premium 
charge of 25% should apply only 
where the product is sold by the dis- 
tributor in the form received from the 
manufacturer without alteration. If 
the product is altered in any manner 
by the distributor before being sold, 
a substantial increase in the premium 
charge becomes necessary for such 
additional interests’ coverage, since 
it is often difficult to determine which 
party was negligent where the form 
of the product was altered by the dis- 
tributor. Obviously, no coverage 


should be afforded to the additional 
interest in this manner for any liabil- 











‘ity resulting from sole negligence on 
his part. 
ee ®@ 


Influence of Price Trends on 
Experience 

N analysis of the experience un- 

der Product Public Liability 
coverage during the last ten years, 
as given previously in Exhibit 1, 
shows that this line produced favor- 
able results in the early years after 
its introduction but that in recent 
years the experience has become very 
adverse. Unquestionably, there has 
been an increase in claim-mindedness 
with regard to this line as well as 
other liability lines. In addition, 
although relatively few cases have 
actually been decided in court, the 
tendency to liberalize the law for the 
benefit of injured consumers has 
probably been reflected in the experi- 
ence to some extent. 

A major factor in causing the un- 
favorable trend in recent years has 
undoubtedly been the fact that the 
prices of foods and other goods have 
generally been falling during this 
period. The exposure basis for ap- 
proximately 75% of the premium vol- 
ume of this line is sales, and any 
downward trend in prices would react 
adversely on the experience. The 
premium income of the insurance 
companies would. be reduced pro- 
portionately with little, if any offset- 
ting effect on hazards and ciaim costs. 
The trend of wholesale prices for all 
commodities combined as taken from 
the monthly Labor Review of the 
United States Department of Labor 
is as follows: 

EXHIBIT II 
INDEX NUMBERS OF WHOLESALE PRICES 


(1926100) 
Period All Commodities 

1924 98.1 
1925 103.5 
1926 100.0 
1927 95.4 
1928 96.7 
1929 95.3 
1930 86.4 
1931 73.0 
1932 64.8 
1933 65.9 

June 1934 74.6 


The trend of wholesale prices of 
farm goods and foods was more 
sharply downward than that of other 
products. These data indicate how 
severely the premium income of in- 
surance companies on this coverage 
has been affected, and this fact prob- 
ably accounts to a considerable ex- 
tent for the very adverse experience 
trend. The low point was reached in 
February 1933, for which the index 
number was only 59.8, or 40% below 
the average for 1926, which is gen- 
erally considered to be a normal year. 
The trend of prices is now upwards, 
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but it will probably be a considerable 
time before the price level of 1926 is 
again reached. 


eee 
Exposure Basis 

HE conclusion to be drawn from 

this brief analysis of price trends 
is that the present exposure basis of 
sales has little to commend it except 
that sales data are always readily 
available for audit purposes. It is 
apparent that a new exposure basis 
is needed for this line of insurance. 
It would be desirable to change as 
soon as possible from a sales basis to 
a unit or quantity of product basis® in 
the case of all classifications for which 
such a change is practicable. It 
seems likely that consideration has 
been given to similar proposals in the 
past, but that no change has been 
made because of the difficulty of 
establishing an exposure basis, the 
data for which would be normally 
ascertainable for audit. The problem 
deserves detailed study, however, 
since it is one which must be faced 
if a proper unfluctuating exposure 
basis is to be established for this line. 
It appears that such a conversion 
from the sales basis of exposure 
could be made in the case of most 
classifications other than those cover- 
ing stores. 

An exposure basis of sales does not 
satisfactorily meet the requirement 
that within each classification the haz- 
ard per risk should be proportionate 
to the exposure. There is no reason 
why the manufacturer of shoes 
wholesaling at $5.00 per pair should 
pay twice as much premium per pair 
as another manufacturer whose shoes 
sell at wholesale for $2.50 per pair. 
As a matter of fact, there may very 
likely be less hazard connected with 
the more expensive pair because of 
better manufacturing processes. Most 
classifications contain wide variations 
in price range, and the more expen- 
sive goods are penalized as compared 
with low priced goods although they 
are probably more carefully prepared 
and, therefore, less hazardous. Sim- 
ilarly, there is undoubtedly a greater 
hazard connected with the low-priced 
electric refrigerators which were 
manufactured in 1933 and perhaps 
even more so in connection with the 
“chest type” refrigerators which are 
now selling in the neighborhood of 
$75.00 each than was the case with 
the more expensive refrigerators pre- 
viously marketed. It is a fair assump- 
tion that increased risk of mechanical 
defects and leakage of refrigerant 
goes with cheaply constructed refrig- 
erators. The sales basis of exposure 
certainly does not properly reflect the 
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hazard, but a unit basis of exposure 
would eliminate much of this objec- 
tion. Prior to 1933, the exposure basis 
for gasoline and allied products was 
sales including taxes. This was not a 
proper exposure basis because the 
price of gasoline fluctuates consider- 
ably and also the state taxes vary a 
great deal. The present exposure 
basis is per 1,000 gallons and this has 
corrected the situation. A_ similar 
change in exposure basis appears de- 
sirable for all classes now rated on a 
sales basis, where such a change is 
feasible from the audit standpoint. 
ee @ 
Need for Rate Revision 


Ii RE never has been a general 

revision of Product Public Li- 
ability rates. The rates for the more 
important classifications have been 
trued up from time to time as the 
available experience indicated that 
they were particularly out of line. A 
fairly substantial volume of classifica- 
tion experience covering policy years 
1927-1931 has now been compiled by 
the National Bureau to serve as the 
basis for a general revision of rates. 
This experience should offer fairly 
reliable indications of classification 
relativity. If the insurance companies 
are to write this line of insurance with 
a fair chance of breaking even, it is 
essential that the general rate level 
be increased substantially. This 
revision should be made concurrently 
with the modernization of coverage 
and endorsements and with the 
change in exposure basis from sales, 
wherever possible. 

The only instance of the use of 
territorial differentials for this line 
of insurance is in the case of the 
Bakeries classification, where the 
manual rate for Massachusetts and 
New York is twice that for the re- 
mainder of the country. The classi- 
fication experience has never been re- 
ported to the National Bureau com- 
pletely subdivided by territories. 
There is, therefore, no experience 
available to indicate whether there is 
any necessity for territory differ- 
entials. The statistical plans in use 
in the insurance companies provide 
for the coding of the experience by 
territory, but this information could 
only be obtained by special calls if 
the experience were desired by terri- 
tory. Asa practical matter, it would 
be difficult to introduce territory 
differentials in the case of goods other 
than foods which are manufactured 
largely for local consumption. 

A general revision of rates for this 





* For a discussion of the comparative merits of 
these three exposure bases, see ‘‘Notes on Ex 
posure and Premium Bases” by Paul Dorweiler, 
Proceedings Casualty Actuarial Society, Vol. 
XVI, p. 341. 
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line of insurance should recognize 
not only the known trend of experi- 
ence but should include a judgment 
projection factor to recognize the 
growing tendency to hold manufac- 
turers and dealers liable for damages 
as a result of defective goods. If 
such a bill as the Tugwell-Copeland 
Act were to be enacted by Congress, 
it would remove many of the diffi- 
culties of proof in certain negligence 
actions since violation of a pure food 
and drug act has been held sufficient 
to show negligence and permit a re- 
covery. This adverse effect might 
be off-set to some extent by the fact 
that many products containing harm- 
ful substances which are now legally 
marketed would be prohibited by 
such a statute. 


ee ®@ 
Underwriting Policy 

EFORE the insurance companies 

can even consider opening up on 
this line, it is absolutely necessary 
that the coverage be made definite and 
that a general revision of rates in- 
cluding practicable changes in the ex- 
posure basis be effected. [ven then, 
it will be necessary to underwrite the 
line with caution. It would seem to 
be desirable for each company to en- 
deavor to develop a specialist in the 
writing of this business. This cover- 
age is still “loaded with dynamite” 
even though an aggregate policy limit 
has been introduced in addition to the 
per person/per accident limit. A good 
example of what can happen is the 
case of a certain cream depilatory 
which was widely advertised several 
years The American Medical 
Association made a vigorous attack on 
this product, reporting that the active 
ingredients in the cream was thallium 
acetate, an exceedingly poisonous 
chemical having no known antidote. 
In spite of this protest, the product 
was passed by the New York City 
Department of Health and many large 
department stores continued to sell it. 
The manufacturing concern finally 
failed with $2,000,000 in claims 
against it, representing damages 
sought by persons who had used its 
product. Voluntary bankruptcy was 
the convenient expedient by which 
the promoters evaded settlement. An 
insurance company must be extreme- 
ly careful in insuring the Product 
Public Liability hazard of any such 
product. 

In underwriting Product Public 
Liability submissions it is important 
to know how the assured will want 
claims handled in order to protect his 
good-will. Most assureds wish to 
avoid publicity and want payments 
made to settle claims quickly even 


ago. 
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though many such cases must be 
classed as of the nuisance variety. 
Other concerns will want cases 
fought, being unwilling to admit that 
foreign substances or defects could 
be present in their products. The 
attitude of the assured concerning the 
making of good-will settlements has 
a great deal of effect on the experi- 
ence of the individual risk. 

A particularly effective method of 
writing many risks is to provide de- 
ductible coverage. This is especially 
true of risks handling food products. 
If the assured must pay the first $50, 
$100 or $250 of each claim, it is 
found that he is more willing to co- 
operate with the insurance company, 
especially in the matter of securing 
witnesses for his own defense. Where 
the coverage is written on a deduct- 
ible basis, the assured is likewise more 
willing to cooperate in the prevention 
of accidents. Less pressure is brought 
to bear on the insurance carrier to 
settle nuisance cases for the sake of 
good-will. On the other hand, with 
this form of coverage care must be 
taken not to incur excessive legal ex- 
pense in fighting all claims, justifiable 
or otherwise, merely because the 
assured wishes to escape paying up 
to the amount of his retention on each 
claim. If properly handled, this form 
of coverage may be the salvation of 
the insurance companies in writing 
Product Public Liability coverage on 
risks manufacturing or selling food 
and drug products. 

ee e 
Conclusions 
Hl= conclusions to be drawn 
from this analysis of the Product 
Public Liability line are as follows: 

1. It is probable that the premium 
volume of this line of insurance will 
increase substantially in the near 
future. 

2. The policy coverage should be 
clarified through the preparation of 
clearly worded, standardized endorse- 
ments. 

3. Recent experience has been ad- 
verse because of the deficiencies of 
sales as an exposure basis together 
with the increasing claim-mindedness 
of the public. 

4. A complete revision of manual 
rates should be made effective within 
the near future, including a change 
from an exposure basis of sales to 
unit or quantity of product so far as 
possible. A uniform method of 
determining the premium to be 
charged for providing coverage on 
merchandise previously sold should 


be included in the manual. Definite 
additional interests rules should be 
published. 





5. A conservative policy of under- 
writing this line should be followed. 
Many risks manufacturing or han- 
dling food or drug products should 
be written on a deductible basis. 

6. An attempt should be made to 
develop the premium volume on 
classes other than those dealing with 
food or drug products so that a better 
spread of risk from an insurance 
standpoint will be obtained. 

















Executive Changes Made 
In Kemper Organization 


AMES 5S. KEMPER, president 
of the Lumbermens Mutual Cas- 

ualty Company and associated com- 
panies, has announced several im- 
portant promotions. Mr. Martin P. 
Luthy, formerly manager of the 
Business Extension Department, has 
been made assistant to the president. 
Mr. N. C. Flanagin has been ap- 
pointed manager of the Business [¢x- 
tension Department and Mr. H. J. 
Graham has been appointed asso- 
ciate manager and ‘secretary of the 
Loss Prevention Committees of the 
Kemper organization. 

Mr. Luthy joined the Kemper or- 
ganization in 1928 and for four years 
has been assistant vice president, in 
charge of the Business Extension 
Department. A native of Peoria, Illi- 
nois, Mr. Luthy attended bradley 
College and following his member- 
ship in the S.A.T.C. enlisted in the 
regular Army in April 1919. Not 
long after receiving his honorable 
discharge in the Army, he became in- 
terested in commercial organization 
work. He served as secretary of the 
Chamber of Commerce at Jackson, 
Michigan, and later as the manager 
of the Chamber of Commerce at 
Defiance, Ohio. He was one of the 
organizers and later pres.dent of 
the Chicago Junior Association of 
Commerce. 

Mr. Flanagin, following his gradu- 
ation from the University of Chicago 
in 1924, started work in the publish- 
ing end of the advertising business 
as western representative for Theatre 
magazine in which capacity he con- 
tinued until he entered the advertis- 
ing agency field in 1929. 

Prior to joining the Kemper com- 
panies in 1929 Mr. Graham was as- 
sistant advertising manager of the 
Continental Casualty-Assurance 
Companies of Chicago. 

eee 


COINAGE OF THE BRAIN— 


Heard in Passing—“‘A lot of laymen 
have queer ideas about banking.” 

“So have a lot 
Evening News. 


of bankers.”—Buffalo 
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Mutual Policyholder Wins Trophy 
For Outstanding Safety Record 


ELL-ESTABLISHED and 

continuous accident prevention 
activities of the Bath [ron Works 
Corporation of Bath, Maine, are the 
reasons for its outstanding achieve- 
ment in safety. Several years ago, 
this company’s accident record was 
considered one of the worst in that 
State. Then, management took a hand 
and inaugurated a safety program 
that called for the interest and co- 
operation of every employee—from 
the highest executive to the newest 
employee. The results of this pro- 
gram, followed consistently for sev- 
eral years, was reflected at the 
Seventh Annual Maine Safety Con- 
ference on November 1, when the 
company was awarded the Governor 
louis J. Brann plaque for the best 
safety showing during the year. Thus 
the most prized of the nine trophies 
awarded by the Conference each year 
went to a concern which once con- 
sidered accidents an expensive but 
necessary evil. 

A. M. Main, vice president, and L. 
Iugene Thebeau, treasurer, of the 
Bath Iron Works Corporation re- 
ceived the trophy which was pre- 
sented in the absence of the Governor 
by Walter J. Brennan, State Safety 
Itngineer. It is consistent with the 
value that the management places 
upon cooperation of employees that 
a yard foreman, Robert Haskell, par- 
ticipated in the acceptance of the 
trophy. He testified that laborers at 
this plant do not consider persistent 
safety effort annoying but value it for 
the protection it gives them and the 
money it saves for the plant. 

Bath Iron Works’ record, while 
exceptional, is but one of many that 
have been established by _ policy- 
holders of the American Mutual 
liability Insurance Co. For example 

-two other Maine concerns insured 
with them, the Lisbon Spinning Co. 
at Lisbon and the Rogers Fibre Co., 
at Kennebunk, received two of the 
other eight trophies awarded at the 
same conference. One of the Rogers 
Fibre Company’s plants also received 
a certificate in the annual competition 
for different industrial lines. 


These are but a few of the many 
policyholders who have made sizeable 
reductions in accident occurrence. The 
cooperation of American Mutual en- 
gineers in studying accident causes 
and in recommending practical means 
of overcoming them has resulted in 


many companies showing a reduction 
in operating costs. 

In few industries is there more 
hazardous work than in a shipyard. 
Yet, at first, production was the prin- 
cipal effort of the Bath Iron Works. 
When studied from the viewpoint 
of production and costs, accidents 
were shown to be a prominent factor 
in both direct and indirect 
Then it was that the management 
decided something should be done. 

ee @ 


LTHOUGH American Mutual 

engineers cooperate with policy- 
holders by recommending safeguards 
and mechanical equipment, studying 
accident causes and corrective meas- 
ures, and helping to organize safety 
programs it is left to the manage- 
ment to what extent they are adopted. 
What this company did with the 
whole-hearted cooperation of the Bath 
Maine Company’s management, is 
summarized clearly by C. E. Petti- 
bone, Vice President and Manager of 
the American Mutual Engineering 
Department, in a letter to Mr. The- 
beau. In part, he said: 

“The record that you have made 
is an outstanding and conclusive proof 
of what can be accomplished by a 
whole-hearted interest in accident 
prevention. Our records show that 


losses. 





L. Eugene Thebeau, treasurer of Bath Iron 
Works, with safety award won by his 
company. 


21 


even as far back as 1928, you had in- 
stalled mechanical safeguards. | think 
it is fair to say that your record was 
established because you’ superim- 
posed on mechanical guarding, safety 
educational activities. You accepted 
accident prevention as an operating 
problem. You gave it the same at- 
tention and interest that you did to 
building good boats, and you attacked 
the problem in exactly the same way 
in which you would attack an operat- 
ing problem. The interest started at 
the top. You formed an executives’ 
safety committee consisting of super- 
visors, foremen, and assistant fore- 
men who held weekly meetings, made 
inspections, and whose duty it was to 
instruct and carry the safety message 
down to the workmen. 

“You assisted in educating the 
workmen in safety, not only by 
speakers provided at your meetings, 
but definite carefully-thought-out 
plant safety rules which were rigidly 
and sincerely enforced. You studied 
every accident to see if it could point 
the way to greater accident preven- 
tion. When any type of accident 
seemed to be prevalent, a drive was 
made to reduce the cause. You have 
apparently created in all of your em- 
ployees a safety consciousness by a 
sane and intelligent business-like ap- 
proach to the accident prevention 
problem. Such a method cannot help 
but produce an excellent record. 

“The humanitarian side of accident 
prevention is very important, but a 
business organization, especially in 
these days, is largely interested in the 
financial side. You have proved again 
that accident prevention pays from a 
purely business point of view. You 
know that there are many accident 
costs besides those which are reflected 
in insurance costs. I mean such 
things as interrupted work, spoilage 
of material, labor turn-over, etc. 
These you are better able to calculate 
than we are, but your savings on in- 
surance costs alone are significant. 

“The average manual rate for your 
plant classifications in 1930 was ap- 
proximately the same as it is for 
1934. Because of the credit that you 
obtain for the safety work you have 
accomplished, the difference between 
your 1934 and 1930 rate applied to 
your payroll for the first six months 
of this year shows that you have 
saved about $4,000 in the cost of your 
Workmen’s Compensation insurance 
for the first six months of this year— 
an amount equal to the income from 
$230,000 worth of government bonds. 


The Journal of American Insurance will 
| oring you authoritative articles on a variety 
|| of subjects every month . . . $2.50 per year. | 
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Non-Assessable Policies 
Approved In Missouri 
(Continued from Page 16) 


Honorable Leo A. Politte, 
Prosecuting Attorney, 
l‘ranklin County, 

Union, Missouri. 

Dear Sir: 

We have your request of October 
19, 1934, for an opinion upon the 
following facts: 

“May a foreign mutual fire insurance 
company, licensed to do _ business in 
Missouri under Article VI of Chaper 37, 
k. S. 1929, (the Missouri Insurance Code), 
and authorized by its charter so to do, 
issue a non-assessable policy, that is, a 
policy upon which the entire premium is 
paid in cash in advance and to which no 
liability is attached for the payment of an 
assessment upon the happening of certain 
contingencies in the future, provided such 
company maintains the unearned premium 
and other reserves required by law?” 

In answer thereto, we briefly call 
your attention to the following gen- 
eral rules relative to the interpreta- 
tion of insurance contracts in this 
state. The statutes of this state are 
written into every insurance contract. 
Cravens vs. Insurance Company, 148 
Mo. 583. 

The pertinent part of Section 5796, 
R. S. Mo. 1929 is as follows: 

“*#*any mutual company upon a major- 
ity vote of its members present at an 
annual meeting, or at any special meeting 
called for that purpose after one week's 
notice by advertisement in one or more 
newspapers printed and published im the 
city or county where the chief office of 
said company is located, may charge and 
receive for the mutual benefit of all its 
policy holders cash in payment of pre- 
miums on such of its policies as shall be, 
by a majority vote of such meeting, deter 
mined upon.” 

The above method of collecting 
cash in lieu of notes has been ap- 
proved in State ex rel. v. Insurance 
Company, 91 Mo. 311; 3 S. W. (2d) 
383. 

Section 5810 R. S. Mo. 1929 pro- 
vides : 

“The board of directors of every mutual 
insurance company * shall have the power, 
* in order to settle the losses insured 
against, and the expenses and other liabili- 
ties of the company, to make an assess- 
ment upon the premium notes given by 
persons affecting insurance of the com- 
pany. Such assessment shall be made 
upon each and every note held by the 
company at the time of the assessment, 
and which has been in existence for one 
year prior to the date of the assessment,** 
No person shall, in any case, be liable upon 
any premium note on account of any and 
all claims and assessments upon the same 
for an amount greater than the face of 
such note.” 

It would appear that in the pay- 
ment of losses by the mutual insur- 
ance company, the above statute 
(5810) should be construed so as to 
harmonize with Section 5796. The 
all-cash premium therefor received 
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for such insurance policies would be 
liable for the payment of losses and 
expenses of the company up to and 
including the full amount of such 
premium, and the unused portion, if 
any, returned to the policy holder. 
The cash premium received under 
Section 5796 is for, 

“the mutual benefit of all 
holders.” 

In State ex rel. v. Insurance Com- 
pany (1886), 91 Mo. 311, Ic. 318, the 
Supreme Court en banc said: 

“The theory of mutual insurance, as 
generally understood, is that the premiums 
paid, or to be paid, by the members for 
their insurance, constitute a fund ior the 
liquidation of losses. It is not essential 
that the premiums should be paid by note. 
They may be paid in cash, and when so 
paid the cash stands for the note.” 

Upon policies of insurance where 
the all-cash premium is accepted in 
lieu of a note, then the term “note” 
contained in the following part of 
Section 5809 should be read as 
“cash” : 

“** said note, or such part thereof as 
shall remain unpaid at the expiration or 
termination of the policy, shall be given 
up to the maker of the same, provided all 
assessments upon such note and all liabil- 
ities of said maker to the company shall 
have been paid.**” 

From the above it is apparent that 
a mutual insurance company may ac- 
cept an all-cash premium, which such 
premium becomes a trust fund in the 
hands of the insurance company for 
the liquidation of its losses and ex- 
penses ; is held for the “mutual bene- 
fit” of all its policy holders. The cash 
premium, upon being paid to the in- 
surance company, does not become 
the absolute property of said insur- 
ance company, but is only subject to 
its pro rata share of the expenses, 
liabilities and losses of the company 
which must be paid from such cash 
premiums fund. 

It is, therefore, the opinion of this 
office that a foreign mutual fire in- 
surance company licensed to do busi- 
ness in this state may issue an all-cash 
premium policy, wherein the insured 
is no longer subject to additional 
assessments, but the all-cash pre- 
miums so received is to be used for 
the purpose of paying losses and ex- 
penses of the company, and the un- 
used portion thereof returned to the 
policy holders upon the termination 
of the insurance contract. 

The opinion heretofore written on 
this matter under date of January 12, 
1933, insofar as it may conflict with 
this one, is withdrawn. 

Respectfully submitted, 


FRANKLIN E. REAGAN, 
Assistant Attorney General. 
APPROVED: 
ROY McKITTRICK, 
Attorney General. 
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English Mutuals Prosper 
Against Strong Opposition 


(Continued from Page 17) 


operative instrument of the Divine 
Edict must cause those of us who are 
forced to listen to it to upturn our 
nostrils wide into the murky air. But 
these Pecksniffian orations are con- 
stantly being delivered by the heads 
of the big stock companies and re- 
tailed from house to house by their 
unfortunate agents, creating a public 
atmosphere that is both false and 
hollow. 

Let us select, almost at random, any 
twelve of the British stock com- 
panies that are benefiting so largely 
by their American business. It will 
be seen that their capital—not all sub- 
scribed by the shareholders—is under 
£9,000,000. But its market value 
is £160,000,000, based on the divi- 
dends they pay—between 50% and 
100%—combined with the break-up 
value of the shares. To choke the 
avenue of mutual defense by this vast 
accumulation of vested interest, 
created on the Stock and Share Mar- 
ket, is an offense against the people. 
To bolster it by confuted pretenses 
injures the people who make them. 

When the proprietary companies 
had disposed of the two old Mutuals 
referred to it was definitely expected 
that the last had been heard of a Mu- 
tual Company operating on a national 
scale in fire and general insurance 
owing to the lack of re-insurance 
facilities and other difficulties. In 
life assurance our mutuals are, of 
course, pre-eminent in merit and 
value. But it was embarrassing to 
have two strong Mutuals demonstrat- 
ing to the nation that insurance 
against fire, personal accident, and so 
on, could be operated in the same 
chivalrous and disinterested way as 
life assurance. That is why they 
were so virulent in their opposition 
to the Municipal Mutual which might 
easily grow up to be, as it now is, an 
illuminating way-shower. 


eee 
State Fund Proposed in 
Minnesota 
GOVERNOR FLOYD B. OLSON, RE- 
CENTLY RE-ELECTED GOVERNOR’ OF 


Minnesota, has announced that he will 
immediately take steps to carry out 
the party platform calling for a “Co- 
operative Commonwealth.” The party 
platform specifically mentioned tak- 
ing over all insurance business now 
conducted by private companies. 


Some weeks ago the Governor in tell- 
ing his stand on this point said that 
he favored compensation insurance 
only being written by the State. 
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Nearly All Legislatures Convene 
Next Year 


The Legislatures of forty-four 
states are scheduled to convene dur- 
ing 1935 in regular sessions. The 
Federal Congress will also be in reg- 
ular session. 

The insurance laws of Illinois, 
West Virginia, Georgia, Arkansas, 
and California are marked for com- 
plete revision and recodification. Ad- 
ditions, omissions and changes in the 
present laws are being worked out by 
legislative committees so that the re- 
visions will be ready to be submitted 
in the form of bills in the coming 
sessions. It is also considered likely 
that the insurance laws of Alabama, 
Delaware, Indiana and Pennsylvania 
will be subjected to somewhat general 
revisions. No very definite moves 
have been made in the latter four 
states. 

A larger than normal amount of 
proposed legislation affecting the in- 
surance business is expected. In ad- 
dition to the usual run of regulatory 
changes and refinements, there is still 
need for certain of the emergency 
legislation which figured so largely 
in the 1933 sessions. The insurance 
business is certain to feel the pressure 
of increased governmental expendi- 
tures. Proposed laws deSigned to 
secure additional revenue from insur- 
ance companies are a likely possibility 
in many states. 

The Federal Congress which opens 
its sessions on January 3, 1935, may 
be called upon to consider a number 
of bills directly affecting the insur- 
ance business. 


A list of the states which will be 
in legislative session next year and 
the opening dates is given below: 


LEGISLATURES IN Session, 1935 


SS. xa ckavadennsaaaed Jan. 8 
PEE bbs cecdcevevenaean Jan. 14 
EE Si.6-¢sn cednee ccna Jan. 14 
E.G cncuedivsecebees Jan. 7 
eo sane ate wraeuae Jan. 2 
PR ee Jan. 9 
reer ere Jan. 1 
I, Sas 5 iti soe id aa April 2 
Aner eee Jan. 7 
EE Wiiscestienesmnnnreee Jan. 7 
a eee Jan. 9 
es ee Jan. 10 
Serer ere eres Jan. 14 
BE Seidel shwconin patie Jan. & 
errr rete rr Jan. 2 
EE er Jan. 2 
Maemsetemeetis ........ 0505. Jan. 2 
RR ene Jan. 2 
ED $cc kos betieeeas Jan. 8 


eee Jan 
EE 5-c ehh xs e enna mae Jan. 
ES isc Uae ee hae Jan 
Et eck hpceedahaey Jan. 2 
New Hampshire ........... Jan. 


New Jersey 

New Mexico 
New York 
North Carolina 


— 
jet] 
= 
Oro DOM KR — NO 


Howth ERMONN .. 2.66. cece Jan. 8 
Rp ini: hatha ya Jan. 7 
0 ESTE Or: Jan. 8 
RE hie ik vex aeakmeonn Jan. 14 
POMMBVIVOMIR ... 6. ccs ccees Jan. 1 
a Jan. 1 
Sots Coraline ... vc ccccs Jan. 8 
Soutn Dakota ........%6.<.. Jan. 8 
MEE: vwveed ecteenoxee Jan. 7 
EE Sener ore ae .Jan. 8 
are re Jan. 14 
EE as ie)'9c'sk Sew signe Jan. 9 
Lo re Jan. 14 
ee Jan. 9 
errr Jan. 9 
EEE siw6:b-aiday aotiebna es Jan. 8 


The Resident Agent Law 
(Continued from Page 13) 


monthly report to the plaintiff of all cars 
for which insurance was thus provided and 
to pay premiums accordingly at Detroit. 
If anyone bought a car he got the insur- 
ance whether he wished it or not as part 
of his bargain, and a certificate was sent 
to him by the plaintiff. The question is 
whether this transaction brought the plain- 
tiff within the taxing power of Ohio. If 
it did not, the power of the State to ex- 
clude the company altogether could not 
be used as a means to accomplish a result 
beyond the State’s constitutional power. 
Fidelity & Deposit Co. of Maryland y. 
Tafoya, March 15, 1926. 

“Manifestly there was nothing in the con- 
tract between the plaintiff and the Chrysler 
Sales Corporation, without more, that Ohio 
could lay hold of, even if it insured prop- 
erty in Ohio. But the contract contem 
plated and provided for a benefit to third 
persons if, when, and where they complied 
with its conditions. When a man bought 
a car in Ohio, by that act he made effective 
the agreement of the Company to insure 
future purchasers, and imposed upon it 
an obligation that did not exist before. J! 
is true that the obligation arose from a 
contract made under the law of another 
State, but the act was done in Ohio and 
the capacity to do it came from the lax 
of Ohio, so that the cooperation of that 
law was necessary to the obligation im 
posed. It would be held in some jurisdic- 
tions that the purchaser became party to 
a contract with the insurance company. 
By universal consent he at least would be- 
come the beneficiary » | a contract for his 
benefit. Whatever technical form may be 
given to the reasoning, the substance is 
that by acts done in Ohio the purchaser 
obtains for himself the advantage of in- 
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surance that before that moment did not 
exist. It does not matter whether his get- 
ting it was a large or an inconspicuous 
feature of his bargain. It was part of it in 
any event, and we cannot doubt that the 
lower court was right in holding that in 
such circumstances the State could insist 
upon its right to tax. It would be extrava- 
gant to say that the State’s general power 
to deny to the plaintiff the right to enter 
or remain within it for business unless it 
paid for these transactions as a part of the 
price, must be denied upon constitutional 
grounds. 

“The two suits in Wisconsin, Clark Motor 
Company v. Smith, Commissioner of In- 
surance, and Chrysler Sales Corporation v. 
Smith were begun about the same time as 
the Ohio case. The Clark Motor Company 
described itself as a distributor, buying 
cars from the Chrysler Sales Company and 
selling them to retail dealers, known as 
dealers. Neither distributor nor dealer 
acts as agent for the Chrysler Sales Com- 
pany, but each buys and sells on its own 
behalf. The position of the Chrysler Sales 
Company, the other plaintiff has been 
described. The Commissioner of Insur- 
ance treats the sales as contravening stat- 
utes of Wisconsin similar to those of Ohio. 
A Court of three judges refused an in- 
junction against his enforcing the acts. 9 
Fed. (2d) 666. We are of the opinion 
that the decision was correct. It is argued 
that the statutes were misconstrued by the 
Court. An appeal to this Court is allowed 
when an injunction is granted or refused 
on the ground of the alleged unconstitu- 
tionality of a State law. Jf we assume that 
other questions are open, still it ts not 
desirable that the Courts of the United 
States should go beyond necessity to in- 
struct the officials of a State as to the 
meaning of a State law. Unless the case 
is very clear their action should be left to 
the control of the State Courts. There are 
plausible reasons in this case for following 
the local interpretation and we think that 
the Court below was right in accepting the 
Commissioner’s view. Other arguments 
thrown in as make-weights do not need 
to he discussed. The fact that the cost 
of the insurance was taken up into the 
price of a machine otherwise lawfully sold 
does not prevent the insurance heing 
reached. See Herbert v. The Shanlev Co 
242 U. S. 591. The question raised by 
these bills is the general one, whether the 
State laws can be applied to this insurance. 
That we have answered. Exactly how far 
the laws can go and what proceedings can 
or cannot be taken, may be left to be 
determined, if the questions arise, in the 
State Courts. 

“The cases from Maine, Chrysler Sales 
Corporation v. Spencer, Insurance Com- 
missioner and Utterback-Gleason Company 
v. Spencer, are like the last. and follow 
the Wisconsin decision after a full dis- 
cussion. 9 Fed. (2), 674. These decisions 
also must stand. Decree affirmed.” 

Palmetto Fire Ins. Co. v. Conn, and 
the companion cases, supra, to my 
mind are authority for the proposition 
that if acts take place in Rhode 
Tsland which make insurance policies 
effective then our authorized com- 
panies must comply with the Rhode 
Tsland resident agency law. 


Potsonen SuiLe.—-““Why do you always 
call your wife ‘Honey,’ Mr. Brown?” 

“Well, honev has alwavs disagreed with 
me.”—Answers (London). 
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Casualty Notes 
(Continued from Page 8) 


period of 1933, in a compilation pre- 
pared by the Compensation Insurance 
Rating Board of New York. This 
compilation shows that premiums 
written on New York State business 
during the first six months of this 
year totaled $23,101,867, as compared 
with $20,814,713 for the correspond- 
ing period of 1933. These figures do 
not reflect the recent rate increase of 
10.3 per cent. 


Pointing out the calculations show 
that the level of rates for the first half 
of the calendar year, 1934, was only 
1 per cent higher than the level for 
the same portion of the calendar year 
1933, Mr. Senior said: “It may be 
properly concluded that the remain- 
ing 10 per cent increase is due to ris- 
ing payrolls.” 

Stock companies wrote 81.5 per 
cent of the total business for the cal- 
endar 1932 on the basis of number of 
policies written but their earned 
premiums were only 60.9 per cent of 
the total and they had a total loss 
ratio of 61.5 per cent. The mutual 
companies had only 8 per cent of the 
total business in number of policies 
but 22.1 per cent of the total earned 
premiums with a total loss ratio of 
52.4 per cent. Ten and one-half per 
cent of the business in number of 
policies went to the New York State 
Fund and the Fund had 17 per cent 
of the total on the basis of premiums 
earned, with a total loss ratio of 58.2 
per cent. 

ee @ 


Reduce Commission on Com- 
pensation in Wisconsin 


IN AN EFFORT TO MAKE MORE OF 
THE RATE AVAILABLE FOR THE PAY- 
ment of losses and loss expenses, the 
stock companies have announced that 
the rate of production costs for Work- 
men’s Compensation Insurance in 
Wisconsin will be lowered tempor- 
arily, effective January 1. The Con- 
ference on Acquisition and Field 
Supervision Costs for Casualty In- 
surance has resolved that the maxi- 
mum production cost for Wisconsin 
will be reduced from 17.5% to 11% ; 
maximum commission for producers 
will be reduced from 10% to 7%, 
and maximum commission for region- 
al agents would be reduced from 
12.5% to 8%. 

In commenting on the action, Wil- 
liam Leslie, associate general manager 
of the National Bureau of Casualty 
and Surety Underwriters, stated that 
in order for the companies to secure 
the amount for the payment of losses 
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and loss expense demanded by the 
new rating schedule it would have 
been necessary for them to secure an 
increase of 14.9% in rate levels in 
Wisconsin. Since the Wisconsin In- 
surance Commissioner had approved 
an increase of only 5% it was neces- 
sary to find some other source of the 
amount needed for loss and loss ex- 
pense. 
e@ e@ @ 


Increase Compensation Rates 
in Alabama 


SUPERINTENDENT CHARLES C. 
GREER OF ALABAMA HAS APPROVED 
the recent proposal of the National 
Council on Workmen’s Compensation 
Insurance for an average increase of 
9.6 per cent in rates. At the same 
time Mr. Greer sanctioned the use of 
the new rating plan worked out by 
the National Council which substi- 
tutes a varying contingent defactor 
for a flat factor. In commenting up- 
on the Council’s revised rate-making 
procedure, Mr. Greer said in part: 


“A sufficient number of policy years 
are used to obtain an exposure of at 
least $1,500,000 in premiums for rate 
making purposes. The effect of this is 
to use the three latest policy years for 
which data is available instead of the 
two latest years as heretofore used. 
This is an improvement over the for- 
mer procedure because it gives suffi- 
cient exposure upon which to determine 
the necessary change in rates. Further- 
more, the use of the three latest policy 
years makes it necessary only to ask 
for an increase of 9.6 per cent whereas 
if the two latest years were used it 
would be necessary to ask for an in- 
crease of 11.4 per cent. The improved 
method, therefore, works to the ad- 
vantage of Alabama employers. 

“The former method of attempting 
to bridge the gap between the time 
when experience used in rate-making 
was developed and the time when rates 
thus determined will apply, has been 
discontinued. A varying contingency 
factor based upon actual Alabama un- 
derwriting experience has been substi- 
tuted in lieu of this, beginning with the 
calendar year 1933. The former 
method proved inadequate. Moreover 
the flat contingency factor has been 
eliminated. It was based upon condi- 
tions prevalent in all states instead of 
Alahama experience alone. 


Greene Heads 
Actuarial Society 


W. W. GREENE OF THE GENERAI 
REINSURANCE CORPORATION WAS 
elected president of the Casualty Ac- 
tuarial Society at its annual meeting 
in New York. Vice-Presidents are 
Ralph H. Blanchard of Columbia 
University and Charles J. Haugh. 


Actuary of the National Bureau of 
& Surety Underwriters. 


Casualty 





Richard Fondiller was reelected sec- 
retary-treasurer and Clarence W. 
Hobbs, special representative of the 
insurance commissioners to the Na- 
tional Council on Compensation In- 
surance was reelected as_ editor. 
Papers presented at the morning 
session were the president’s address, 
“A Survey of Risk Credibility and 
Experience Rating” by Paul Dor- 
weiller, Actuary of the Aetna Life: 
“Control of Accidents Through 
Workmen’s Compensation Rating” by 
Robert S. Hull, New York, and 
“Compensation Expense per Policy” 
by Harmon B. Barber of the 
Travelers. The Richard Fondiller 
prize of $100 for the best paper sub- 
mitted by any member of the Society 
by examination within the last five 
years was awarded to James M. 
Cahill of the Travelers. The title of 
his paper was “Products Public 
Liability Insurance.” This paper will 
be found printed in this issue of the 
Journal of American Insurance. 


A report was submitted by the 
committee on Basis of Experience for 
Workmen’s Compensation Insurance 
by A. R. Lawrence, Special Deputy 
Commissioner of Banking & Insur- 
ance of New Jersey, its Chairman. 
The report was accepted and will be 
printed in the Proceedings. 


New Policy Developed for 
Storage Warehouses: 


\ NEW WAREHOUSE LIABILITY POL- 
ICY HAS BEEN DEVELOPED BY THE NA- 
tional Bureau of Casualty and Surety 
Underwriters for the use of its mem- 
ber companies. The new form will 
provide indemnity for warehousemen 
who have suffered financial loss or 
damage to property stored in their 
premises. 


The purposes of the coverage are 
described in the opening paragraph of 
the policy which reads in part: “The 
company does hereby agree as re- 
spects all merchandise, goods, wares, 
materials and property of every 
description except money, securities 
and perishable goods contained in the 
assured’s warehouse to pay on behalf 
of the assured all sums for which the 
assured shall become obligated to pay 
by reason of the liability imposed by 
law upon the assured as warehouse- 
men, packers, forwarders, warfingers 
or bailees for loss of any such prop- 
erty excluding all loss and damage 
caused directly or indirectly by fire 
or by the discharge of water or other 
fluids from sprinklers and excluding 
all loss and damage of every kind oc- 
curring outside the premises.” 














Convention Breaks Record 


(Continued from page 14) 


Tuesday, during which there was 
community singing, and addresses by 
Burton S. Flagg of Andover, Massa- 
chusetts; O. E. Hurst of I.exington, 
Kentucky; Frank P. Tucker of Al- 
bany, New York; and W. 1. Gashe 
of Topeka, Kansas. : 

J. J. Fitzgerald, president of the 
l‘ederation, won new laurels for him- 
self in conducting the meetings of 
that body, investing even the most 
technical situations with a spirit of 
cheerful good-will that gave life to 
the sessions. Though round table dis- 
cussions took up the major part of 
the time, there were several set ad- 
dresses, notably by Hon. Lewis A. 
Irons of the Georgia Insurance De- 
partment, John A. Arnold, O. E. Rin- 
quist, and Roger Boushor. Alfred H. 
Nash gave an interesting report of 
his work as National Councillor. 


| connection with the breakfasts 
previously spoken of, emphatic 
mention should be made of the ad- 
dresses of S. Bruce Black, president 
of the Liberty Mutual of Boston, 
James T. Haviland of the National 
Retailers, and B. Rees Jones, presi- 
dent of the Town Mutual of Des 
Moines. 

To mention only a few of the other 
outstanding addresses, there were in- 
teresting talks by Messrs. Overmire, 
Shaeffer, Whitaker, Thompson, and 
Steins of the Federal Land Bank 
System on “Cooperation Between the 
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Insurance Companies and the Land 
sank,” and vigorous discussion from 
the floor of such addresses. It was 
evident that both the Land Bank 
officials and the officers of the com- 
panies are desirous of cooperating to 
make the writing of insurance on 
properties mortgaged by the Land 
Bank easier. Dr. V. N. Valgren, 
senior agricultural economist of the 
United States Department of Agri- 
culture, Washington, gave one of his 
usual timely addresses on “Current 
Problems in l‘arm Mutual Insur- 
ance,” discussing particularly the 
bringing of insurance in line with 
present values and the adoptions of 
standard forms and practices. 

Uniformity in forms and practices 
was the keynote of a large number 
of the addresses. Secretary Cooper 
outlined the new uniform policy for 
the farm fire companies and explained 
in detail many of its provisions. Great 
interest was exhibited by the members 
of the Association in the new policy, 
and it was unanimously adopted as 
the recommended policy of the Asso- 
ciation. In the automobile group, the 
new automobile policy was discussed 
by Ambrose Kelly of the American 
Mutual Alliance, who explained tech- 
nical details and their effect. 


EANTIME the Ladies’ Auxil- 

liary had been busy with the 
most active schedule of meetings and 
entertainment they have had for many 
years. Teas, luncheons, business and 
entertainment sessions, special tours 
of the city and suburbs, a visit to 
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“The Singing Pines” (a part of the 
Wessels estate), and many miscel- 
laneous items occupied every moment 
of the time during which the men 
were wrestling with business prob- 
lems. Mr. and Mrs. Fred Wessels 
were hosts to the entire convention, 
and a remarkable job they made of 
it, looking admirably after the com- 
fort, convenience, and pleasures of 
their guests. 
ee @ 


The President's Address 


(Continued from page 15) 


dividends or reduce rates and thereby 
lose the opportunity for retrench- 
ment which is so necessary to all in- 
surance companies in times of light 
losses. Any year may turn from a 
good to a bad experience by confla- 
gration of cities, forest fires, or an in- 
crease in moral hazards which may 
come with any radical change in our 
economic condition. 
eee 


T is to be hoped that rate super- 

vising authorities will not make 
the mistake of ordering rate reduc- 
tions on the presumption that the 
worst is over. It is of course ex- 
pected that over a period of years 
rates may be adjusted either up or 
down as the mean experience may 
justify, but it is just as dangerous 
to have the rates too low as too high 
and it is quite possible that rates 
which are lowered more than they 
should be can work more harm to the 
insuring public than those which are 
too high. 
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It is only during the last fifteen 
or twenty years that mutual insur- 
ance has come into its own and has 
realized its strength and power. On 
the other hand, perhaps it was neces- 
sary that we attain a certain size and 
strength as a group before we could 
stretch our wings. Certain it is, how- 
ever, that had the founders of this 
great business pushed ahead more 
relentlessly than they did, the system 
of mutual insurance would be much 
further advanced than it is today. 
(ne has but to look upon the impos- 
ing array of advertising matter dis- 
played at this and former conventions 
to realize that the business is making 
more secure its place in the sun, and 
to scan the statistics which reveal its 
triumphal march, to know that now it 
is ready to take its place in our 
economic structure as a very neces- 
sary and creditable form of protec- 
tion, and that it is ready to take that 
place on equal terms with the stock 
companies which for years have 
dominated the advertising pages of 
our newspapers and magazines. 

And now that we rightfully seek 
recognition equally with the stock 
companies by the insuring public, we 
must be ready to offer the same facili- 
ties which can be obtained from them. 
If the policyholder is to be first in 
our consideration we must be ready 
to serve him with any and all forms 
of insurance protection that he can 
obtain elsewhere, to which the bene- 
fits of mutual insurance can apply. 
Our policies must be made broad and 
inclusive—we must be prepared to 
adopt new forms of coverage as the 
exigencies of the occasion may de- 
mand. Mutual insurance applies to 
many types of protection as well as 
fire and casualty, and we should ex- 
tend our writings to use and occu- 
pancy, riot and civil commotion, air- 
craft, automobile, and the many 
forms of inland marine insurance 
which represent unexplored fields of 
service and savings to thousands of 
prospects who require this type of 
protection. 9 @ 


GREAT number of companies 
have already availed themselves 
of these opportunities but many are 
satisfied to stick to the same old rut, 
allowing their policyholders to seek 
these other forms of insurance with 
their previous carriers and overlook- 
ing the many avenues of opportunity 
that now lie around us apparently un- 
developed from a mutual insurance 
standpoint. Mutual insurance must 
move with the changing conditions of 
modern business. 
The day will come, I believe, when 
most of the ordinary hazards of the 
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business will be covered under one 
policy. There is already a trend in 
that direction in the five point policy 
on dwellings which is being issued by 
some of the stock companies and to 
which some of the mutuals have al- 
ready given considerable attention. 
Such types of policies are logical and 
prevent that loss to the assured which 
often comes by the overlapping of 
cover, or which leaves some vital 
hazard unprotected due to the fact 
that he has to carry too many types 
of policies covering the same prop- 
erty, at a cost which is prohibitive 
under separate contracts. 

The man who takes the order, 
whether he be an agent or a solicitor, 
is supposed to be a service station of 
information regarding all types of in- 
surance. He is expected to serve the 
interests of his clients in providing 
the best indemnity at lowest cost. 
Mutual solicitors, as counsels of their 
policyholders, should extend to every 
worthy property owner, the savings 
in this form of protection. I know 
of no better admonition to mutual in- 
surance solicitors than to be conver- 
sant with all the forms of mutual pro- 
tection and to be able to offer just 
the prescription which is required to 
take care of every insurance need of 
their customers. 


” the Farm mutual division, the 
adoption of a standard policy 
form is an urgent need for the thou- 
sands of farm companies located the 
country over. The committee selected 
for this important task have done 
faithful work in preparing this form 
and it is hoped that it will be adopted 
at this meeting. The same is true of 
the uniform articles of incorporation 
and by-laws which have been pre- 
pared as a sample or guide for the 
farm companies. 

Banks and financial institutions 
which require insurance policies as 
collateral, will welcome the adoption 
of uniform policies and articles and 
by-laws. Uniform standards and 
forms will do much to alleviate the 
tension that has existed with the Fed- 
eral Land Banks in connection with 
the acceptance of farm mutual poli- 
cies, in fact, the insistence of these 
corporations on a standard of policies, 
forms, and conditions, will do much 
to bring into line many companies 
that have heretofore been content to 
drift along without adequate pro- 
vision for assessments and with the 
use of antiquated forms and endorse- 
ments. There is much room for im- 
provement in the underwriting prac- 
tices of many farm mutuals as well 
as the operation of their companies. 





They must line up with the order of 
the day if they are to maintain the 
enviable reputation which they have 
enjoyed for so many years. 


UTUAL insurance has made 

much of its progress by co- 
operation with the policyholders, but 
how much more could be accomp- 
lished if mutual insurance executives 
would co-operate with each other. In 
organizations such as the National 
Association and the American Mutual 
Alliance, much has already been ac- 
complished by means of intelligent 
co-operation, 

Many evils could be cured if some 
organization will lead the way. One 
item is the eradication of the unpaid 
premium evil and the loss of profit by 
the return of policies as not taken or 
not wanted. The adoption of a rule 
of premium payment when the policy 
is put into effect, as is the case with 
life insurance companies, would 
quickly stamp out this ever present 
evil. This would take real co-opera- 
tion but could bé accomplished very 
simply by all companies acting in con- 
cert. 

Proper pressure brought to bear 
on legislators and insurance depart- 
ments so that the “cash with policy” 
rule could become a law, can be done 
but it requires the utmost co-opera- 
tion until the long drift of precedence 
is broken, and until that time the 
creation of a new order of things as 
far as the payment of fire insurance 
policy premiums is concerned, will 
remain dormant. 

The life insurance companies are 
not concerned with unearned or un- 
paid premiums. Why should property 
insurance carriers be? This subject 
has already been agitated by insur- 
ance commissioners and some action 
has already been begun by the Com- 
missioners in the Dominion of Can- 
ada. It certainly would solve the 
problem and take a lot of !ost motion 
out of the insurance business, but in 
order to put it over the urge must be 
unanimous. Mutual insurance might 
lead the way, for with the inherent 
advantages of mutual policies, it 
could exact “cash on the barrel-head” 
as one of the requirements of mutual 
insurance. The co-operation of stock 
companies in such a program would 
be necessary but with such a bene- 
ficial result ahead, all companies 
would be anxious to co-operate in 
bringing about its realization. Some 
company, some time, is going to have 
the nerve to start such a program and 
it will be a beacon light which will 
cause the others to fall in line, until 











this evil of lost premiums is finally 
eradicated. 
ee @ 
T seems to me we are missing a 
good bet in not capitalizing on the 
fact that the mutual system reaches 
down to and affects the policyholder 
more than any other type of insur- 
ance protection. He becomes a part 
of the company—his risk is made a 
better fire insurance hazard, and he 
is at all times better informed of the 
financial condition of his insurance 
carrier by the fact that he can come 
to the annual meeting and have a 
voice in the management, as well as 
to participate in the protection and 
savings of the company. When we 
interest a prospect to the realization 
that mutual insurance is paramount 
to all other forms of fire or casualty 
protection we have gone a long way 
in selling our own organization. It 
is but a short step from there to sell 
him our own company and to con- 
vince him that we have the answer to 
his question for insurance service. 
ee ®@ 
IRE and accident prevention is 
so linked up with mutual insur- 
ance as to become an integral part of 
it and any company which fails to 
carry on some sort of fire prevention 
activity, studying the ‘needs of its 
policyholders in improving — their 
risks and thereby reducing their in- 
surance costs, is missing a big oppor- 
tunity. In the early days of mutual 
insurance the chief reason for band- 
ing together was the protection of 
property from the elements, and from 
fire. All of the early organized com- 
panies used as their greatest service 
the prevention of destruction and im- 
pairment of property and lives, and 
it was only as a by-product that the 
savings in dividends resulted. This 
idea of making better risks is prac- 
ticed by all too few of our companies 
at the present time. The effect upon 
the insurance business is not only to 
serve its customers by producing ex- 
cellent protection at considerable sav- 
ing, but through its influence much 
more favorable rates and more liberal 
policies are enjoyed by many classes 
that would otherwise be still exempt 
from the special treatment which they 
deserve. In the lumber, hardware, 
and mill groups especially, vast sums 
have been saved by the reduction in 
rates through the betterment of risks 
in the class which would never have 
happened had it not been for the for- 
mation of these trade mutuals and the 
particular study of their type of 
business. 
The mill and elevator group stands 
out signally in this respect through 
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improvement in the construction of 
mills and elevators, and in the hand- 
ling of grain. Before the special 
work done along fire prevention lines 
in this class, the business was con- 
sidered a cemetery for the surplus 
of stock companies. Since the excel- 
lent work done by this group on the 
property of its members, the business 
has turned from the debit to the 
credit side and now may be generally 
conceded to be a class that can be 
carried with profit when the property 
is properly safeguarded and the busi- 
ness intelligently underwritten. 


ee @ 
, I SODAY the old fashioned fire in- 


surance underwriter is more or 
less of a curiosity. The examiners in 
large companies are not compelled to 
use any judgment of their own but 
simply follow out the rules of the 
company in sorting the information 
on the risk. The men who contact 
the policyholder, the field forces, are 
the ones who bring home the bacon 
in the insurance business, and since 
primarily the underwriting is largely 
the present province of the man in the 
field rather than in the home office, it 
is paramount that he be well informed 
as to all principles and types of in- 
surance if he is to serve the policy- 
holder to the fullest extent. Our 
ability to serve the insuring public 








THE NATION’S STRENGTH 
1S THE NATION’S HEALTH 


The greatest threat to the nation’s 
health is tuberculosis. It is the chief 
killer of men in industry between the 
ages of 15 and 45—20,000 men in this 
group alone die of it every year. No one 
is safe from the disease until every case 
has been found and placed under treat- 
ment. Help protect yourself and your 
family by using Christmas Seals on your 
holiday letters and packages. The funds 
they provide finance a program of pre- 
vention, discovery, and treatment of 
tuberculosis throughout the entire year. 





The NAVIONAL, SLATE and LOCAL TUBERCULOSIS ASSOCIA LIONS 
of the UNITED STATES 


BUY CHRISTMAS SEALS 
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is what determines our right to con- 
sideration. 

Rating systems may take care of 
differences in construction, occupancy, 
and protection, but who has the yard- 
stick with which to measure the dif- 
ferences in moral hazards? It re- 
quires a sort of sixth sense in order 
to diagnose this hazard in the risk 
and it is the man who stands in front 
of the property of the assured and 
who writes down the order who has 
the greatest opportunity to judge this 
hazard. It is that credit for a lower 
loss frequency due to greater care of 
their property, and their refusal to 
yield to the temptation of incendiar- 
ism in hard times, which makes good 
mutual business, and that credit is 
represented by the dividends in mu- 
tual insurance. It is that margin of 
safety that mutual insurance can bank 
on that wins for the mutual policy- 
holder his dividend or return of un- 
expired premium. 

How many of us have had the 
experience of turning down a risk or 
suggesting some improvement in fire 
prevention or protection of life and 
property, and then leaving that pros- 
pect with a greater desire to be pro- 
tected under our policies? A good 
turn-down at the inception of solicita- 
tion often produces a very much 
better policyholder because he is 
willing to improve his risk so that he 
may become qualified to share in the 
benefits of a mutual insurance policy. 
In other words, his pride is touched 
and he rises to the occasion by carry- 
ing out all the recommendations and 
becomes a very staunch supporter of 
the very company which at first could 
not admit him to membership. 

eee 

HIE depression has left its mark 

on nearly every home and busi- 
ness institution in the land, but as we 
look at the results of the storm we 
must admit that mutual insurance has 
not done so badly. Only a small num- 
ber have folded up and very few 
claims remain unpaid. Most of our 
companies have made a marked im- 
provement in assets and surplus. 

The National Association, with 
eight hundred members, the Iedera- 
tion with seventy-four companies, the 
Automotive Association with thirty- 
seven companies, and the Casualty 
Association with twenty-two com- 
panies, stand at the high point in 
their membership. 

The directory of mutual insurance 
companies, just published by the 
American Mutual Alliance, indicates 
that the financial position of the mu- 
tual fire insurance companies at the 
close of the depression was excellent 
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if one can judge from the fact that 
they had $265,392,405 in assets and a 
surplus of approximately $150,000,- 
000. 


Impressive as the showing of the 
mutual fire insurance companies un- 
doubtedly is, it is surpassed by that 
of the Mutual casualty companies. In 
1933, 160 mutual casualty companies 
had a combined premium income of 
$98,426,516. This was $6,067,694, or 
6.5 per cent more than the total of 
1932, which was $92,358,822. These 
same companies reported combined 
assets of $163,606,130, and a com- 
bined surplus of $42,878,825. 

This period of trial during which 
we have struggled the last few years 
may not have been lost motion after 
all if we have attained a more impreg- 
nable position. It has brought more 
solidarity to our insurance ranks. 
Common troubles have made us better 
co-operators. Much of the ruthless 
competition of the past has been side- 
tracked, and companies who were 
bitter competitors have learned to 
work together. We are working more 
widely in harmony. It may be, there- 
fore, that some of the troubles of the 
past may prove to be blessings, and 
that the good will outweigh the evil. 
If the trials of the depression have 
enabled us to discover more of a 
brotherhood among insurance under- 
writers, a great deal will have been 
gained for the insurance profession. 

e®ee 


Mileage Basis for Auto 
Premiums Tried in France 


THE INGENUITY OF THE FRENCH 
INSURANCE COMPANIES IN ADAPTING 
their premiums to the economic con- 
ditions now prevailing is illustrated 
by the following story from Business 
Week : 

“Paris (Special Correspondence) .— 
Depression has forced sales innovations 
in France. When the government saw 
purse-pinched citizens storing their 
cars because they could not afford the 
high license fee (paid on a horsepow- 
er basis as in most European coun- 
tries), they removed the tax, substi- 
tuted an excise tax on gasoline. This 
‘man-who-rides-pays’ theory brought 
out many cars for ‘necessary’ driving 
which otherwise would be out of use. 
It helped to stay the slump in auto- 
mobile and gasoline sales, eased the 
decline in tax revenue. 

“One insurance company ( La Pre- 
servatrice), taking its cue from the 
government, is now offering a special 
policy with premiums on a mileage 
basis. The policyholder subscribes to a 
minimum mileage of, say, 5,000 kilo- 
meters (about 3,150 miles), and is en- 
titled to additional slices of 2,500 kilo- 
meters (about 1,575 miles) when and 
as needed. 

“Premium on a Ford V-8-40 used 
for business and leisure, for example, 
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and insured for risks to third parties 
up to 500,000 francs (about $33,000), 
costs 1,919 francs a year (about $127). 
The new mileage policy sells for 822 
francs for 5,000 kilometers. Each ad- 
ditional 2,500 kilometers cost 280 
francs. Obviously, only those owners 
who drive less than 8,000 miles a year 
will benefit from these new ‘crisis’ poli- 
cies. 

“France has an automobile registra- 
tion of 134 millions compared with 23 
millions in the United States.” 


F. S. Danforth Dies 





F. S. DANFORTH 


F. S. Danforth, President of the 
Millers National Insurance Company 
of Chicago, died November 29th, fol- 
lowing a lingering illness. He was 
seventy-one years of age. 

One of the outstanding insurance 
executives of the Middle West, he 
had spent all of his busimess life in 
fire insurance, a career dating back 
to 1881 when he became an employee 
in the Insurance Agency of Paine & 
Lewis at Minneapolis. Shortly after- 
wards the Millers & Manufacturers 
Insurance Company was organized 
with Mr. Danforth among its per- 
sonnel and he made rapid progress, 
holding the position of Secretary- 
Treasurer when he left its ranks. 
Mr. Danforth joined the Millers Na- 
tional in 1904 as general agent. In 
1906 he was given full. charge of the 
underwriting department of the com- 
pany which due to his efforts grew 
rapidly. He became Secretary in 
1931, succeeding the late Montgomery 
A. Reynolds and made a remarkable 
record. In 1932 he was elected Presi- 
dent. 

In March 1886 Mr. Danforth 
married Miss Carrie E. Thompson at 





Minneapolis. His widow, a daughter, 
Mrs. H. G. Prudden, and a son, 
R. S. Danforth, survive him. The 
latter is Assistant Secretary of the 
Millers National. 

Mr. Danforth was an ardent 
sportsman and particularly fond of 
golf. He was a member of the Union 
League Club ofChicago and B.P.O.E. 
He was also Treasurer of the Western 
Insurance Bureau, Director of the 
Cook County, Illinois Loss Adjust- 
ment Bureau, Director of the Under- 
writers’ Adjusting Company, Direc- 
tor of the Chicago Board and Patrol 
Committee, Member of the Western 
Actuarial Bureau and Director of the 
Uniform Printing & Supply Company. 


Advertising Exhibit 


(Continued from page 15) 


ing Conference, Robert W. Kneebone, 
who represents the Association west 
of New York, making the trip from 
his Chicago office expressly to attend 
the Advertising and Sales sessions. 

Among the highlights on the pro- 
gram were the talks by Ray Spangler, 
Claim Supervisor of the American 
Mutual Liability Insurance Company ; 
Frank E. Morris, Assistant Chief 
Engineer of Liberty Mutual Insur- 
ance Company ; Clarance Hatch, Vice 
President, Michigan Mutual Liabil- 
ity Company ; Douglas E. Thompson, 
Contest Director, The Dartnell Cor- 
poration; Eugene Arms, Manager, 
Mutual Fire Prevention Bureau; C. 
L. Daniels, Sales Manager, Hardware 
Dealers Mutual Fire Insurance Com- 
pany; E. C. Frampton, Agency Su- 
pervisor, The Lumbermens Mutual 
Insurance Company ; and Stephen N. 
Harris, Savannah business man. 
Frank M. Davis, Advertising Man- 
ager of the Utica Mutual Insurance 
Company presented a proposal for 
building advertising material and cam- 
paigns to be offered to smaller com- 
panies who do not employ an adver- 
tising manager. Leonard H. Jones, 
Advertising Manager, Lumbermens 
Mutual Insurance Company of Mans- 
field, Ohio, was elected president to 
succeed Walter E. Jackson, Adver- 
tising Manager of the Grain Dealers 
National Mutual Fire Insurance 
Company of Indianapolis. Paul G. 
Parkinson was elected vice president 
and Carl S. Crummett, secretary. 
The Executive Committee for 1935 
will be Paul Parkinson, chairman; 
Walter E. Jackson, D. F. Raihle, W. 
C. Sampson, and Carl S. Crummett. 
Mr. Jones is an ex-officio member of 
the committee. 











The Symbol of £2 Sound Protection 





Since Organization in 
1912, the “L-M-C” has 
paid for losses and 
returned to policy- 
holders in dividends 


over $60,000,000. 





eeee Ox the basis of the security of its protection, the 
Lumbermens Mutual Casualty Company invites the con- 


sideration of Casualty insurance buyers. 


A strong financial statement with reserves beyond legal re- 
quirements —- a conservative investment portfolio — sound 
underwriting methods that govern the careful selection of 
risks — these are factors that provide an extra margin of 


safety in “L-M-C” coverage. 


In addition “L-M-C” protection is economical. Each year 
since organization, policyholders have received annual divi- 
dends (over $2,500,000 in the first nine months of 1934) 


which reduce the cost of their insurance. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President 


Home Office: Chicago, U.S. A. 





Organized originally for lumbermen and now accepting good risks 


in all classes of business 
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